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rajyasabha 


The following Bill was introduced in the Ri^ya Sabha on the 14th August, 1997:— 


BiixNo.XLIXof1997 


A Bill to consolidate and amend the law relating to companies and certain other 
associations. 

Be it enacted by Parliament in the Forty-eighth Year of the Republic of India as 
follows:— 


PARTI 

Preliminary 

1. (7) This Act may be called the Companies Act, 1997, Short title. 

esteet ind 

(2) It extends to the whole of India. commence¬ 

ment. 

(i) It shall come into force on such date as the Central Government may, by notification, 
appoint. 
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^flnitions. 


2. In this Act, unless the context otherwise requires,— 

(7) "abridged prospectus' means a memorandum containing such salient features 
of a prospectus as may be prescribed; 

(2) "accounting standards" means the standards of accounting, tecommended by 
the bistitute of Chattered Accountants of India, constituted under the Chartered 
Accountants Act, 1949, as may be {wescribed by the Cential Oovenunent in 
consultadon with the National Advisoiy Committee on Accounting Standards 
establisbed under sub-section (7) of section 415; 

(J) "alter" and "alteration" shall include the making of additions and omissions; 

(4) "articles" means the articles of association of a company as originally feuned 
or as altered from time to time in pursuance of any {nevious companies law or of 
this Act; 

(5) "auditor" means an auditor appointed under section 180; 

(($) "banking company" has the aame meaning as in the RanlHng Reguladoo Act, 
1949; 

(7) "Board" means the Board of dinectors of a company; 

(S) "body corporate" or "corporation" includes a ccunpany inoorpocated outside 
India, but does not include— 


(a) a coepOTatioo sole; 


(b) a co-operative society registered under any law relating to co-operative 
societies; and 

(c) any other body corpmate (not being a company as defined in this Act) 
which the Central Oovenunent tnay, by notification, specify in diis behalf; 

(9) "book and paper" and "book cu paper" includes accounts, deeds, vouchers, 
writings and documents, maintained in any medium capaUe of being retrieved by any 
electronic means, or in any other numner, 

(JO) "branch office", in relatioh to a company, means— 

(a) any cstablishmeot described as a branch by the company; or 

(b) any establishment carrying on either the same or substantially the same 
activity as that carried on by the head office of the company; or 

(c) any establishment engaged in any productloo, processing or manufacture; 

(77) "charge" means an interest oeated on the property of a company or its 
undertaking or both, as a securify, and includes— 

(a) a charge for the purpose of securing any issue otf dchentures; 

(b) a charge on the uncalled share capital of the company; 


38 of 1949. 


10 of 1949. 
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(c) a charge on any immovable propcity, whetrva situate, at any interest 
tfacreb; 

(d) a charge on any book debts of the ccnnpai^; 

(e) a diatge on any movable pR^)ct1y of the company; 

(fi a floating charge on the undertaking or any p r oper ly of the company, 
including stock-in-trade; 

(g) a charge on calls made but not paid; 

(A) a charge on a ship or any share in a ship; 

(0 a charge on goodwin,.on a patent or a liooicc under a patent or on a trade 
mark a licence under a trade mark, or on a copyright at a licmtoc unde r a 
copyright, and 

(J) a mmtgage; 

(12) "chartered accountant" means a memba of the Institute of Chartered 
38 of 1949. Accounts of India, constituted under the Chartered Accounts Act, 1949; 

(13) "chief accounts officer" means the chief accounts offleer of a company 
appointed under section 172, by whatever name called; 

(14) "company" means a company as defined in secticm 3; 

(15) "cost accountant" means a member of the histitute of Cost and Works 
23 of 19S9. Accountants of India, constituted under the Cost and Works Accountants Act, 19S9; 

(16) "Court", with refoence to any matter relating to a company, means the High 
Court having jurisdictioa in rcladon to the place at wbidi the teglsteted office of the 
company Is situate; 

(17) "ddKnture" includes debenture stock, bonds and such other securities of a 
company, whether comatitutlng a charge on the assets the company or not; 

22 at 1996.25 (18) "depo^tory" has the same meaning as in the Depositories Act, 1996; 

(19) "derivative" includes a security derived from a debt instrument, share, loan 
whether secured at unsecured, risk instrument, c^itkm, future contract for 
differences or any other f<am of security; 

(20) "director" means an individual ^ipointed as a director of a Board of a 
company under sectlmi 208 and includes any person occupying the posidon of a 
director, by whatever luune called; 

(21) "Director Omeral" means the Director Omeral of inspection and Ihvcatlgatlon 
appointed under sub-section (1) of scetkm 402; 

(22) "dividend" itK;ludos any iiueiim dividend; 

(25) "document" includes summons, notice, requisition, order, other legal process, 
and registers, whether issued, sent or kept in pursuance of this at any other Act 
whether maintained in any medium capable of being retrieved by any electronic 
means cu in any other mannor. 
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(24) "employccM’ stock opdoo" means the option given to the whole-time ditcctots, 
officcts or employees of a company, which gives such ditectots, offlccts or 
employees the benefit or right to purch^ or subs^be at a ftiture date, the securities 
ofTered by the company at a pre^tennined |»lce; 

(25) "existing company" means an existing company as defined in section 3; 

(26) "financial year", in relation to any body cesporate, means the period in 
respect of which any profit and loss account of the bo^ corporate laid before it in 
annual gmcral meeting is made up, whether that period is a year or not; 

(27) "Government company" means any company in which more than fifty pCT 
cent of the paid-up share capital Is held by the Central Oovemment or by any State 
Oovcmmoit or Oovemments, or partly by the Central Government and p^ly hy one 
or more State Governments, aikl includes a company which is a subsidiary of a 
Government ccunpany; 

(25) "holding company" mcat» a holding company within the meaning of section 


(29) "hybrid" means any security which has the character of mote than one type 
of security, including their derivatives; 

(30) "information memorandum" means a process undertaken prior to the filing of 
a prospectus by which a donand for the securities proposed to be Issued by a 
company is elicited, and the price and the terms of issue for such securities is 
assessed, by means of a notice, circular, advertisement or document; 

(3J) "msurance company" means a company which carries on the business of 
insurance either solely or in conjunction with any other business or businesses; 

(32) issued generally", in relation to a prospectus, an abridged prospectus, any 
other like document, means issued to persmu irtei^iective of their being existing 
members or debenture holders of the body corporate to which the prospectus, 
abridged prospectus or such other document relates; 

(33) "licensed Registrar" meatu a company which has been authnlsed to perform 
the functions of (he Registrar under secdon 406; 

(34) "limited company" means a company limited by shares or by guarantee; 

(55) listed public company means a public company which Hhh any of its 
8cx;urities listed in any recogni^ stock exchange; 

(56) "manager" means an individual who, subject to the superintendence, control 
and direction of the Board, has the management of the whole, or substantially the 
whole, of the affairs of a ccanpany, and includes a director of any other person 
occupying the position of a manager, by whatever name called, and whether a 
contract of service <«• not; 

(57) "managing duector" means a director who, 1^ virtue of an agreement with 
the company ca of a resolution passed by the company in general meeting or by its 
Board, is entrusted with substantial powers of management of the emnpany, which 
would not otherwise be exercisable by him, and who shall exercise bis powers subject 
to the si^ierintcndcncc, control and duectiem of the Board, and includes a director 
occupying the position of a managing director, by whatever name called; 





Sec.2] 


THE GAZETTE OF INDIA EXTRAORDINARY 


5 


(S8) ''manbcr", in relation to a company, meanA— 

(a) a subscriber to the memorandum of the company who Hhall be deemed to 
have agreed to become a member of the company ^ on its regisitalioii Mtmll be 
entered as a memba in its register; 

(h) every other person who agrees in writing to become a member of the 
company and whose name is entered as a tnembo' in its regnter; and 

(c) every other person holding shares of the company whose nathe is entered 
as a beneficial owner in the records of the depository; 

(J9) "memorandum" means the memorandum of association of a company as 
originally framed or as altered from time to time in pursuaiKe of any previous 
companies laws, or of this Act; 

(40) "modify" and "riKxliflcation" shall include the making of addidmis, alteratlotui 
and omissions; 

(4J) "notification" or "notify" means a notification published in the Official 
Gazette; 

(42) "offence" means an offmoe under this Act which is punishable with—■ 

(a) imprisonment; or 

(b) with imprisonment and fitre; or 

(c) wifh imprisonment or with fine, or with both; or 

(£f) with fine which exceeds ten thousand rupees; 

(4S) "officer" includes any director, manager, scorctary, chief accounts officer, 
auditor or any person in accordance with whose ditoedons or instruedons the Board 
or any one or more of the directors is or are accustraned to act; 

(44) "officer who is in default", in relation to any provision referred to in section 
3, has die meaning specified in that section; 

(45) "option in securities" has the same meaning as in clause (d) of seefion 2 of 

the Securities Contracts (Reguladon) Act, 1956; 42 1956. 

(46) "pald-iq) capital" « "capital paid-up" includes capital credited as paid-up; 

(47) "prescribed" means prescribed by rules under this Act; 

(48) "previous companies law^' means any of the laws specified in clause (ii) -of 
sub-secHon (1) of section 3; 

(49) "private company" means a private company os defined in secdmi 3; 

(50) "prospectus" means any document described at issued as a prospectus and 
includes any nodcc, circular, advcrdsemoit or other document invidng offers from the 
public for the subscripdon or purchase of any securities of a body corporate, but does 
not include an Infortnadon memorandum or like document issued prior to the issue 
of a prospectus; 
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(57) "public o(MiqMny" tneans a public ootnpiuiy aa deftned in oecdai 3; 
(52) "public financial insdtutkm" means— 


(a) (be bdusbial Credit and Investment Corpontion of rt«n. 

(b) the hidusttial Rcconsttuctioa Corpcvadon of inHio rJ mitrd : 

(c) the Industrial Development Bank of 

(d) the Life Insumice Carporatkm of ItiHii.; 

(e) the Unit Ttust of India; and 


institution declated by the Centtal Govenunoit to bo a public 
financial institution and b force immediately before the commcacement of tiiis 
^ or ^ i^^on notified under clause (c) of sub-section (7) of the PuHlc 
Fbanoial Imtitutloo (Obligation as to Fidelity and Secteoy) Act, 1983; 

(55) "public holiday" means a public holiday witbb the meaning of the Neeotiable 
bsttuments Act, 1881: * 


that notiiing b this clause shall apply to the boldbg <rf a general 
meeting of a ccmpany oa a Sunday: 


Provided fiir^ that, no day declared by the Central Government to be a public 
holi^y under that Act shall be deemed to be sudi a holiday, b relation to any 
mc^, i^ess die declaration was made before tbe issue of the notice convcnbg 
such meeting; ^ 


as b the Securities 

Contracts (Regulation) Act, 1956; 

Director" means a Regional Director appobicd under sub-sectitm 

(7) of section 404; 


(56) "register" means the register of membcis of a company and includes the 
register of debenture holders or holders d other securities mabtabed b any tnontnf 
which fa capable also of bobg retrieved by electronic means; 

(5:0 'Registrar'' means a Registrar of Companies, ai^bted under sub-section (2) 
of sec^ «3 ^ includes an Additional, a Joint, a D^ty ot an Assistant Registrar 
^ also includes a company referred to b sub-secticn (7) of section 406- to 
discharge functions under sub-section (2) of that section; ’ 

(58) "relative" means a person who fa related to another b the foUowba manner 

nafti^lv*_ • • 


(a) spouse; 

(b) fadicr (bcludbg atep-fatbee); 

(c) motho- (including step-mother); 

(d) sem (bcludbg step-son); 


48 erf 1983. 

26 of 1881. 


42 of 1956. 
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2 of 1934. 

56 df 1980. 

56 of 1980. 

42 of 1956. 

15 of 1992. 


(e) son’s wife; 

(/) daughter (including step-daughter); 

(g) daughttt’s husband; 

(A) son’s son; 

(0 son's daughter; 

(/) daughter’s son; 

(k) daughter's daughter; 

(/) brother (including step-brother); 

(m) brother’s wife; 

(n) sister Oticluding step-sister); 

(o) sister’s husband, 

and includes a member of Hindu Undivided Family; 

(59) "Schedule" means a Schedule annexed to this Act; 

(60) "scheduled bank" has the same meaning as in the Reserve Bank of India Act, 
1934; 

(61) "secretary" means a company secretary widiin the meaning of clause (c) of 
sub-se^on (1) of section 2 of the Company Secretaries Act, 1980, and includes any 
odicr person possessing the prescribed quaiificadcsiB and appednted to perform dm 
duties of a company secretary under dds Act; 

(62) "secretary in whole-time fsacdcc" means a secretary who shall be deemed to 
be in praedee widiin the moaning of sub-sccrion (2) of seotkm 2 of the Conqiany 
Secretaries Act, 1980, and who is not in any employment; 

(63) "securides" means securides as defined in clause (A) of section 2 of the 
Securities Contracts (Reguladmi) Act, 1956, and includes bytnids, derivatives and 
units or any instrument which ^titles the owner to be allotted any kind of propoty, 
or payment of money in lieu thoeof at a future date; 

(64) "Sconrlties and Exdiange Board" means the Securities and Exchange Board 
of India established under sectira 3 of the Securities and Exchange Board of India 
Act, 1992; 

(65) "share" means a share in the share capital of a company; 

(66) "share widi differential rights" means a share that is issued with diffcrmtial 
tights in accordance with the provisions of section 78; 

(67) "subsidiary company" means a subsidiary company within the meaning of 
section 4; 
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Definitions 

of 

"company", 

"existing 

company", 

"iMivate 

company" 

and "public 

company". 


(68) "total voting power", in legard to any matter relating to a body corporate, 
means the total number of votes which may be cast in regard to that matta on a poll 
at a meeting of such body, if all the tnembers thereof and all other persons, if any, 
having a right to vote on that matter are present at the meeting, and cast their votes,- 

(69) "trading corporation" means a trading corporation within the mranlng of 
entries 43 and 44 in List I In the Seventh Schedule to the Constitudon; 

(70) Tribunal means the Company Law Tribunal constimted under sub-section 
(7) of section 416; 

(71) "unlisted public company" means a company which is not a listed public 
company; 


(72) "variadon" shall include abrogadon; and "vary" shall include abrogate; 

(73) words and expressions used in this Act and not defined but defined in the 
D^iositorios Act, 1996, shall have the same meanings respectively nswtgntvt m them 
in that Act. 

3. (7) In this Act, unless the context oflicrwise requites, the expressiotu "ctsnpany", 
"existing company", "private company" and "pubUc company" dull, subject to the’ 
provisions of sub-sccdon (2), have the meanings specified below:— 

(i) "company" means a company formed and registered under this Act or an 
existing company as defined in clause (it); 

(it) "exisdng company" means a cmnpany formed and registered under any of the 
previous companies laws specified below:— 

(a) my Act or Acts relating to companies in force before the Indian 
Gjmpanics Act, 1866 and repealed by that Act; 

(b) the htdian Companies Act, 1866; 

(c) the Indian Companies Act, 1882; 

(d) the bidtan Companies Act, 1913; 

(e) the Registration of Transferred Companies Ordinance, 1942; 
the Companies Act, 1956; 

(g) any law corresponding to any of the Acta or the Ordinance aforesaid and 
in force— 

(7) in the merged territories or in the territories whidi irrunediately before 
the commencement of the Cmistitution (Seventh Amendment) Act, 1956, were 
comprised in a Part B State (other than the State of Jammu and Kadimir), or 
any part thereof, before the ext^ision thereto pf the Indian Cpmoiinies AcL 
1913; or 

(2) in the State of Jammu and Kashmir, or any part thereof, before the 
commencement of the Jammu and Kashmir (Extensioa of Laws) Act, 1956, in 
so far as banking, insurance and financial corporations are concerned, and 
before the commenconent of the Central Laws (Extentlon to Jammu and 
Kashmir) Act, 1968 in so far as other corporations arc conccmcd; and 


22 of 1996. 


10 of 1866. 
10 of 1866. 

6 of 1882. 

7 of 1913. 
54 of 1942. 

1 of 1956. 


7 of 1913. 

62 of 1956. 


25 of 1968. 
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(5) in the Union totritoty of Pondicbeny or any part thereof, before the 
7 of 1913. comnieoccmcnt of the Indian Qxnpanies Act, 1913 therein; 

(A) the. Portuguese Commercial Code, in so far as it relates to "sociedades 
anonimad'-, 

(0 the Registiadon of Companies Act, Sikkim, 1961; 

{Hi) "private company" means a company which has a itiinimiim paid-up capital 
of one lajch nqiccs, and by its articles,— 

(a) restricts the right to transfer its shares, If any^ 

(b) limits the number of its members to not including— 

(i) persons who are in the employment of the company; and 

(if) persons who having been formerly in the employment of the company, 

were members of the company while in that employment and have continued 

to be members after the employment ceased; 

(c) prohibits any invitation to the public to subscribe for any securities of the 
edmparty: 

Provided that where two or mote persons hold «ie or mote shares in a 
company jointly, they shall, for the purposes of this sub-clause, be treated as a 
single member, and 

(d) prohibits the invitation ot accq)tancc of deposits from penxms other than 
its members, direclms or their relatives; 

(fv) "public company" means a company which— 

(a) is not a private company; 

(b) has a minimum paid-up capital of five laldi rupees; 

(c) is a private company which is a subsidiary of a compoDy which is not a 
private company and bos minimum paid-q) capital of five lakh rupe^ 

(2) Where the articles of a company include the provisions which, under clause (Hi) 
of sub-section (7), ate requited to be included in the articles of a emnpany in order to 
cemstitute it a laivatc company, but a default is made in complying with any of tbf™ 
provisions, the company shall cease to be entitled to the privileges and ejtemptkms 
confored on private companies by ot under this Act, and this Act shall apfdy to the 
company as if it were not a private company: 

Provided that the Tribunal, on being satisfled that the failure to comply with the 
conditions was accidental or due to inadvertence or to some other sufficient cause, 
that on other grounds it is just and equitable to grant relief, may, on the application of 
the company or any other person interested and cm such terms and conditions as may 
seem to the Tribunal just and expedient, order that the company be relieved ftom mwb 
consequences as aforesaid. 


2.0 8o/qx 
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Meaning of 
"holdbg 
company* 
and "sub- 
sidiaty*. 


(J) Eveiy private company, existing on the commencement of this Act with a paid- 
up capital of less than one lakh rupees, shall, within a period of one year ftom such 
commencement, enhance its paid-up capital to one lakh rupees. 

(4) Evety public company existing on the commencement of this Act with a paid- 
up coital of less than five lakh rupees, shall, within a period of one year fitjm such 
commencefflcnl, enhance its paid-up capital to five lakh rupees. 

(.5) Where a private company or a public company fails to enhance its pald-iq> capital 
in the manncT specified in sub-section (S) or sub-section (4), such cunpany be 
deemed to be a defunct company within the meaning of section 383 and its name shall 
be struck off the register by the Registrar. 

(6) Unless the context otherwise requires, a company, the tegisteted office whereof 
b in Myanmar, Aden or Pakbtan and which immediately before the separation of that 
country fitun India was a company as defined b clause (/) of sub-section (J) shall not 
bo included wlthb the scope of any of the expresskms defined b ebuses (i) to (iv) of 
sub-section (7), and such a company ahall be deemed, for the purposes of this AcL to 
have bam fanned and registered outside Jndin 

4. (7) For the purposes of this Act, a company shall, subject to the provisions of this 
section, be deemed to be a subsidiary of another company (hereafter b this section 
referred to os that other company), if, but only if, that other company— 

(a) controls the composition of its Board; or 

(b) exercises or controls mewe than one-half of its total votbg power b a case 
where it has issued securities and such securities have the same votbg righto as 
equity shares; or 

(c) holds more than one-half b value of its paid-iq> capital, b any other case: 

Provided that no company which is a subsidiary of another company shall^ aftw the 
commencement of this Act, be a holdbg company. 

(2) For the purposes of sub-seetbn (7), the composition of a company's Board »hnH 
be deemed to be controlled by another company, if, but only if, that othw company by 
the exercise of some powcv exercisable by it at its disetetion without the ctmaent or 
concurrence of any other person, can appobt or remove the holders of all or a majority 
of the dircctotsfaips; but for the purposes of this provision that ober company «Hll bo 
deemed to have power to appobt to a dbectorsliip with respect to which any of the 
followbg conditions is satisfied, that is to say- 

fa) that a person cannot be appobted thereto without the exercise b his favour by 
that other company of such a power as aforesaid; 

(b) that a person's appobtment bereto follows necessarily ftom his oppobtment 
as director, or manager of, or to any other office or employment in, that other 
company; or 

(c) that be dbcctorship b held by an individual nominated by that other cmnpany 
or a subsidiary thereof. 

(3) In determbing wheber one company b a subsidiary of another— 

(a) any shares held or power exercisable by that ober company b a fiduciary 
capacity shall be treated as not held or extscbable by it; 
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(6) robjcct to the provwioofl of cUuses (c) and (d), any ahamt Itold or powa 
exercisable— « 


(0 by any person as a nominee for Ifaat other ccanpany (except where that 
other is ctmcettied only in a fiduciaiy capacity); or 

(li) by, or by a nominee for, a subsidiary of that olhtt company, not belna a 
subsidiary which is concerned tmly in a fiduciary ciqiacity, 

shall be treated as held or excrdaable by that odicr company; 

(c) any shares held oi power exercisable by any person by virtue of the provisions 
of my ^beotures of that other company or of a trust deed for securing any issue of 
such debentures shall be disregarded; * ^ 


(d) any sluires held at power cx«slcable by, or by a nominee for, that other 
cMnpany « its subsidiary shall be treated as not held or exercisable by that otbnr 
oompmy, if the ctdlnary business of that other or its subsidiary, an the case may be 
includes tte lending of money and the shares ate held or the power is exercisable as 
aforesaid by way of security only for the purposes of a transaction entered into in the 
ordinary course of that business. 


0 


I- , ^ company shall be deemed to be the holdina company d another if 
if, that otha* is its subsidiary. ’ 

corporate, which is faicotpmated in a country outside !»>«<._ 
\ nl!!: j bd^g company of the body corporate under the law of such country 
shall be deemed to be a subsidiary or holding company of the body ootporate within the 
^ pmposes of this Act also, whether the requlremcnto of ifaJs section 


T company, being a subsidiary of a body corporate boorporatod outside 

company withb the meanbg 
of this A<^ s^ll be deemed for the purposes of this Act to be a subskliaty of a pubUc 
company if the entire share capital b that private company is not held by that body 
coiporate, whether alone or together with one or more other bodies ootporate 
beorporated outside India. 

(7) In this s<^k)^ the expression "company" includes any body corporate, and the 
rapression equity share capital" has the same meanbg as b sub-section (2) of section 


5. For the puti^ of any provision of this Act, which enacts that an officer rf the 
company who is b a default dial] be liable to any punishment or penalty, whether bv 
way of impriscmjmt^ fine or otherwise, the expression "officer who is b default" 
means all the followbg officers of the company, namely:_ 

(a) the matiagbg director cr manaaba directors: 


Meaning of 
officer who 
is b 
default 


(b) the whole-time director or whole-time directors; 

(c) my oth« director b re^t of a contravenrion of any of the ptoviaimis of this 

Act which had taken place with his consent or connivance or is attributable to anv 
neglect on his part; ^ 


(d) the chief accounts officer. 
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Act to 
ovenidc 
tnemotao- 
dum, etc. 


Prohibition 
of associa¬ 
tions and 
partnerships 
exceeding 
certain 
number. 


(e) the manager; 

(f) the scctelaty; 

(S) the auditor, 

(fi) any person in accordance with whose dlicctions or instructions the Board Is 
accustomed to act; 

(0 in respect of the issue or transfer of any securities of the company, die share 
bansfer agents, bankers, registrars to the issue, merchant bankets and debenture trustees; 

0) any petson charged by the Board with the ronjoaslbility of oomphdiur with that 
provision: 

Provided that the person so charged has given his ocmaent in this behalf to the Board; 

(t) whoc any company docs not have any erf the officers specified in sub-clauses 
(a), (ft) and (e), any director or directors who may bo specified by the Board in this 
behalf or where no director Is so specified, all the directors: 

Provided that where the Board exercises any power uhdtf sub-clause (/) or sub- 
clause (*), it shall, within thirty days of the cxocisc of such power, file with the 
Registrar a return in the prescribed form. 

6. Save as otherwise expressly provided in this Act— 

(a) the provkiotiB of this Act shall have effect notwithstanding anything to the 
contrary contained in the metnotandum or articles of a emnpony, « in any agreement 
execut^ by it, or in any resolution passed by the company in general meeting or by 
its Board, whether the some be tegisteted, executed or passed, as the case may be, 
before c* after the commencement of this Act; and 

(h) any provision cootalnod in the memorandum, articles, agreement or resolution 
aforesaid shall, to the extent to which it is lepugnont to tl» provisions of this Act, 
become^ or be void, as the case may be. 

PART n 

Incorporation of company and aujei5 matters 
CHAPTER / 

Companies inconponated in India 

Certain associations and partnerships to be registered 
as companies under Act 

7. (i) No association of persons or partnership consisting of mote than ten persons 
shall be formed for the purpose of cutying on the business of banking, unless it is 
registered as a cmnpany under this Act, or is fottned in pursuatrcc of any odier law. 

(2) No association of persons or partnetship consisting of mote than twenty persons 
shall be formed for the purpose of carrying on any other business tiiat has Ibr Ibr object 
the acquisition of gain by the association or partnership, or by the 4ndiviidqAf ifiembets 
thereof, unless it is registered as a company under this Act, or is fottned 
of any other law: 
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Provided that in the case of an association of persons or paitnetship foemod for the 
purpose af carrying on the profcsskm of advocates, chartered accountants, cost 
accountants, doctcus, aichltects or such other ptofeaaloa, as may be oodfled In this 
behalf by the Central Government, this sub-secdGn shall have effect as If for the wends 
"twenty potions", the words "flflty pemoos" had been substituted. 

(3) This s^lon shall not apply to a joint family as such carrying on a business; and 
where a business is carried on by two c* more joint families, in computing the tinmiyf 
of persons fc* the purposes of sidt-sections (7) and (2), minor membos of such fiuntitw. 
shall be excluded. 

Evoy member of an association or a partnership carrying on business In 
coniraventioa of this sCctloo shall — 

(а) be personalty liaMo for all liabilities incurred in such business; and 

(б) be punishable with find which may extend to flflty Aomumd nqtcea. 

Memorandum of association 

S. (7) Any scym Or tjuMe posons, or where the company to be formed b a (uivale 
conf^iy, any tvi^o or mote persons, associated for any jawflil purpose may, by 
subscribing their namrs to a memorandum of association and otherwise complying with 
the requirpvnts of this Act in respect of tcglstration, form an incorporated company 
with or without limited liability. 

(2) Such a company may be eidier— 

(a) a emnpany having the liability of Its memben limited by the mfmnt»nAiin t to 
the amount. If any, un^ on the shares respectively hold by them (in this Act 
termed "a company limited by shares"); or 

(b) a company having the llabUi^ of its members limited by the In« tn^ ^^ ll^dlltn to 
such amount as the manbers may reflectively undertake by the mw iioMuHiiiu to 
contribute to the assets of the company in the event of its being wound iq> 0n this 
Act tenned "a company limited by guarantee"); or 

(c) a company not having any limit on the liability of its membets (in this Act 
termed "an unlimited company"). 

9. (7) The memorandum of every company shall state— 

(a) the of die company with "Limited" as the last word of the name in the 
case of a public limited company, and with "Private Limited" as the last words of Uk 
name in the case of a private Ihnitcd company; 


(b) the State in which the tegistoed office of the otunpany b to be 

(c) (0 the mab objects of the company to fee pursued by the company; and 
(ii) other objects of the company not included in sub-ebuse (1); 

(d) that the Ibbillty of the members b limited by shares or by guarantee awH if 
so, it shall state that the liability of its membets b limited; 

(e) the share capital of the company; and 


Mode of 
forming 
locotpoia- 
Icd 

omnpony. 


Require* 
menls with 
reflect to 
mcmeuBn' 
dum. 
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(fi the names and other potticulais erf' the subscribets to the memorandum of the 
oomtNUiy; 

(2) The memorandum of a company limited by guarantee shall also state that each 
member undertakes to contribute to the assets of the company in the event of Its being 
wound up while be is a member or within tme year after be ceases to be a member, for 
payment of the debts and liabilides of the company, or of such debts and liabilltira of 
the company as may have been contracted bofcoc he ceased to be a member, as the 
case may be, and of the costs, charges and expenses of winding up, and for adjustment 
of the rights of the contributories among themselves, such amount as may be required, 
not exceeding a iqrecifled amount. 

(J) In the case of a company having a share capital— 

(a) urdess the company is an uidimited oompany, the memorandum shall state the 
amount of share coital wdth which the company is to be registered and the division 
thereof into shares of a fixed amount; 

(b) no subsetibo' of memorandum diall take less than one share; and 

(c) eadi subscriber of the memorandum shall write opposite his name the number 
of shares he takes. 

(4) The memorandum shall— 

(a) be printed either electronically or otherwise; 

(b) be divided into paragraphs numbered consecutively; 

(c) state the name of each subscriber, his address, description and occupation, if 
any, who shall sign in the presence of at least one witness who shall attest die 
signature; and 

(d) include the name of each such witness, his address, description and oocupatiem, 
if any. 

Special 
resolutioo 
and confir¬ 
mation by 
TVibunal 
required feu 
alteraticm 
of memo¬ 
randum. 


(d) to diversify its business; 

(c) to restrict or abandon any of the objecla specified in the memorandum; 

(/) to sell or dispose of the whole, or any part, of the undtutaldng, or of any of 
the undertakings, of the company; or 

(g) to amalgamate with any other company or body of persons. 


lOi (7) A company may. by a ^Kcial resolution, alter the provisions of its 
memorandum so as to change the place of its registered office &om one State to 
another, or with respect to the objects of the company so far us may be required to 
enable it— 

(a) to catty on its business more economically or more efficiently; 

(b) to attain its main objects by new or improved means; 

(c) to enlarge or change the local area of its operations; 
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(2) Hie alteration of the ptovlslrais of the motnorandum relating to the change of 
place of registered office of a listed public company from one State to the another shall 
not take effect unless It Is confirmed by the Tribunal on petition. 

(5) Before confUming the alteratkni, the Tribunal shall be rtmt 

notice has bem given to— 

(a) every holder of the debentures of the company, and to every other person 

class of persons whose interests will, in the opblon of the TYibuiA be affected by 
the alteration; and '' 

(b) every creditor who, in the opinion of the Tribunal, is entitled to object to the 
alteration: 

Ftovided that the Tribunal may, for special reasons, dispense wib the notice 
required by clause (a) in the case of any peraon or class of persons specified in its 
order. 

(4) The Tribunal shall cause notice of the petition for confitmadon of the alteration 
to be served on the Registrar who shall also be given a reasonable opportunity to 
^pear before it and state his objections and suggesdems, if any, with respect to the 
confitmadon of the alteradon. 

(5) The Tribunal may make an order confirming die altraatloo on terms and 
oemditions, if any, as It thinks fit and may make such order as to costs as it 
pK^xr, having regard to the rights and interests of the members of the company and of 
every class of them, as well as to the rights and bterests of the credltMs of the 
company and of every class of them. 

11. (7) A company shall file with the Registrar,— 

(a) the special resoludem passed by a company in relation to clauses (a) to (g) of 
sub-section (7) of sectiem 10. within Mie month from the date of such tesohition; or 

(b) a oertried copy of the order of the Tribunal made under sub-section (J) of 
that section confirming the alteration, within three months fiom the date <rf c«der, 

as the case may be, together with a printed copy of the memorandum as altered and the 
Regutrar shall register the same and certify the registration under his hand within one 
month iitoffl the date of filing of such documents; 

Prodded ^t the Tribunal, may, at any time oa a petition filed befme it, by order, 
extrad the time for the filing of a copy of the order trf the Tribunal or for the 
registration of the alteration iy such period as it thinks proper: 

Provided ftirther that in a case where by reason of the altentitm of the ot^ects of any 
company under this sub-section, the name of the company is hIhq required to be 
changed so as to reflect the alteration, tiie Registrar inay, after giving an cf^wrtunlly of 
being beard to the company, order the change of the nam e of the company accordingly. 

(2) The cCTtificate given under sub-section (7) shaU be (xmclusive evidence that all 
^ requircmeiils of this Act in respect of the alteration and confirmation thereof have 
been cranplied with, and henceforth the memorandum, as so altoed, shaU be the 
memorandum of the company. 

(5) Where the iteration Involves the transfer of the registered office from one State 
to another, a certified copy of the order confirming the alteraticii, together with the 
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altered copy of die fflcmoranduiiu ahall be filed by die cxHopany with the Registrar of 
each of the States within three OKmlfas from the d^e of the otda, and the Registrar of 
each such State shall register the same and shall certify under his hand the registration 
thereof; and the Registrar of die State from which such office is transfeiied, shall smid 
to the Registrar of die other State all documents relating to the company regbtered, 
reconded or filed in his office. 

(4) No sudi altcradon. as is referred to in secdon 10. shall have any effect until it 
has been duly registmed in accordance with die provisionB of this section. 

(5) If the documents required to be filed with the Registrar unda this section are not 
filed within the time allowed thereunder or extended by the Tribunal, such alteration and 
the order of the Tribunal tnnde under sub-scctimi (5) of section 10 and all [aoocedings 
cminectcd tiiacwith, shall at the expiry of such period, become vdd and inoperative: 

Provided that the ‘Dlbunal may. on sufficioit cause shown, revive the order on 
application made witiiin a fiirthcr period of one month. 

12. (7) No company shall be registcted by a name, which, in the opinion of the 
Central Oovenuaent is undesirable. 

(2) [f, through inadvertance or otherwise a company on its first registration, or on its 
teglstr^on by a new tuune, is registered with an un^irable name, the company— 

(a) fnay, by ordinary resolution, and with tiie previous approval of the Rcgimial 
Diieotor, change its name or new name; 

Xb) ftball, if the Regional Director so directs, within twelve months of its first 
tegislratiao or registration by its new name, as the case may be, by mdinaty 
rc^udon and with the previous approval of the Regional Director, change its name 
or new name within a period of thm months from the date of the direction or such 
longer period as the Regional Director may think fit to allow. 

(J) If a company makes a default in complying lyith any direction given under clause 
of sub-section (2), the company, and every officer who is in default, idiall be 
punishable with fine which may cxtoid to one thousand rupees for every day during 
which the default cmitinucs. 

(4) Without prejudice to the foregoing provisions of tills section, a company may, by 
a special resolution and with the approv^ of the Regional Director in writipg, change 
its name: 

Provided tiiat no such approval shall be required where the only change in the name 
of a company is the additi^ thereto, or, as tte case may be, deletion therefrom the 
word "Private", consequent on the conversion in acoorduicc with the provisions of this 
Act of a public company into a private company or of a private company into a public 
company. 

(5) Where a company changes its name in pursuance of sub-scction (2) or sub¬ 
section (4), the Registrar ahall mta the new name on the register in the place of the 
former name, and shall issue a fresh certificate of incorporation with the necessary 
alterations embodied therein; and the change of name diall be com|tiete and effective 
only on the issue of such a certificate. 

(6) The Registrar shall also make the necessary altoation in tiic memorandum of 
associatimi of the company. 
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‘'It®*' obligations of the company, or 

render ^fectivc any legal proceedings by or against it; and any legal proccedinja which 

co^enced by or against the company by ite^foimcr 
name may be continued by or against the company by its new name. 

Explanation.—For the purposes of this section, a name of a company— 

(a) which is identical with, or too nearly resembles, the name by which a 
company in existence has been previously registered; or is registered; or 

(fe) is registry with a name which is not in accordance with the guidelines issued 
by the Central Government from time to time, Buiocunes issued 

shall be deemed to be undesirable. 

assJ^iaSi^'"'' ^ satisfaction of the Central Government that an 

(a) IS i^ut to be formed as a limited company for promoting commeree art. 
science, religion, chanty or any other useful object not confined to one State; ^ 

““y- «'■ “ promoting its objects 

and to prohibit the payment of any dividend to its members, ^ ' 

the Central Govei^ent may, by licence, direct that the association may be registered 
^ a c^pany with Unu^ H^biKty, without the additbn to its name of thfwSd 
Umited" OT the words "Private Limited". 

entov ^ accordingly; and on registration shall 

ftI* ■« -u 

(S) Where it is proved to the satisfaction of the Central Govemment- 

a ^^y registered under this Act as a limited company 
are restricted to those specified m clause (a) of sub-section (J); and 

constimtion the company is required to apply its profits, if any or 
it?^ promoting its objects and is prohibited from paying any dividend to 

the pnlral OovenimTOt may, by licence, authorise the company by a special resolution 
to change ite name including or consisting of the omission of the w^"Umited" or 
the words ^‘vate Limited"; and sub-section (J) of section 12 shall apply to a change 
of ^on““i? “ -PP«« to a change of name undm^^^b-secti^SJ 

of any association or company Ucensed under this 

(J A licence my be granted by the Central Government under this section on such 
ronditions and subjwt to such regulations as it tiiinks fit, and those conditions and 
r^ulations^l ^ bindmg on the botfy to which the licence is granted, and where the 
pram is under sulKsecnon (J), shaU. if the Central Government so iS;:ts. be iS^rS 
m the meinMandum. or m the articles, or partly in the one and partly in the other. 


Power to 
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(6) The Central Oovemmcnt may, by general or special order and to the extent 
specified in such order, exempt, the bodies to which a licence is granted under this 
sectiem, from such of the provisions of this Act as may be specified therein. 


(7) The licence may at any time be revoked by the Central Oovcmiiicnt, and \tpan 
revocation, the Registrar shall enter the word "Liinlted" or the wonis "Private Umllqd" 
at the end of the name upon the register of Ae body to which it was granted; and the 
body shall cease to enjoy the exemption granted by this section: 


Provided that, before a liccmcc is so revoked, Ac Central Government "bnll give 
notice fa writing of Its intention to Ac body, and shall affcad it an opportunity of being 
heard in oppositon to the revocation. 


(S) (u) A body fa respect of which a licence under this section is fa force shall not 
alter Ae provisions of Its memorandum wiA respect to its objects except wiA the 
previous approval of Ac Central OovcmmcDt signified fa writing; ' 


(b) The Central Government may revoke the licence of such a bo<fy if it contravenes 
Ae provisions of clause (a); 


(c) In according the ai^roval referred to fa clause (a), Ae Central Government may 
vary Ae licence by roaldng it subject to sudi concUlions and regulations as that 
Government thinks fit, in lieu of, or in addition to, Ac conditions and rcgulatfons, if 
any, to which Ae licence was formerly subject; 


(d) Where the alteration proposed fa Ac provisions of the memorandum of a body 
under Ais sub-section is with respect to the objects of Ae body so far as may be 
required to enable it to do any of Ae things specified fa clauses (a) to (g) of sub¬ 
section (7) of section 10, Ae provisions of this sub-section shall be fa addition to, and 
not in derogation of, the provisions of that section. 


(9) Upon the revocation of a licence granted under Ais section to a body Ac name 
of which contains Ac words "Chamber of Commerce", that body shall, within a period 
of three months from Ae date of revocation ot such longer period as Ac Central 
Government may think fit to allow, change its name to a name which does not contain 
Aosc words and— 

(a) Ac notice to be given under Ae proviso to sub-section (7) to that body shall 
include a statement of Ac effect of Ac foregoing provisions of Ais sub-section; and 

(b) sub-section (5) of sccdoo 12 shall apply to a change of name under Ais sub¬ 
section as it applies to a change of name under sub-scction (4) of that section, 

(10) If the body makes a default in complying with Ac requirements of sub-scction 
(9), it shall be pu^hable wlA fine which may extend to five hundred rupees for every 
day during which Ae default continues. 
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Articles of association 

14. (1) There shall, in the case of every company, be registered with the 
memorandum and articles of association sigtKsd the subscribers of the memorandum, 
prescribing regulations for the company. 

(2) In the case of an unlimited company, the articles shall state the number of 
members with which the company is to ^ registered and, if the con^)any has a shate 
capital, the amount of share capital with which the company is to be registered. 

(J) In the case of a company limited by guarantee, the articles shall state the number 
of members with which the company is to be registered. 

(4) In the case of a private company having a share capital, the articles shall <>onrahi 
provisions relating to the matters specified in sub-clauses (a), (b), (c) and (d) of clause 
(Hi) of sub-section (1) of section 3; and in the case of any other private company, the 
articles shall contain provisions relating to the matters specified in the said sub-clauses 

(b), (c) and (d). 

(5) Articles shall— 

(a) Ijc printed, either electronicaUy or otherwise; 

(b) be divided into paragra}^ numbered consecutively; 

(c) state the name of each subscritx^, his address, description and r>p/~iipntV>n . if 

any, who shall sign in the presence of at least one wimess who Hhnll the 

signature; and 

(d) include the name of each such wimess, his address, description and occiq>atlon, 
if any. 

15. (7) Subject to the provisioas of this Act and to the conditions contained in Its 
memorandum, a company may, by a special resolution, alter its articles: 

Provided tiiahno alteration mode in die articles under this sub-section which has the 
effect of converting a public company into a julvate company, shall have effect unless 
such alteration has been approved by the Regbtrar. 

(2) ^y alteration so mode shall, subject to the provisions of this Act, be as valid as 
if originally contained in the articles and be subject in like moimcr to altctatkm by a 
special resolution. 

(J) Where any alteration such as is referred to in the proviso to sub-section (I) has 
been approved by the Registrar, a printed copy of the articles as altered nhajl be filed 
by the conqiany with the Registrar within one month of the date of his approval. 

Change of registration of companies 
Its. (I) Subject to the provisiems of this section,— 

(a) a company registered as an unlimited company may register umV this Act as 
a limited company; and 

(b) a company already registered as a limited company may re-regbter luvti^r this 
Act as an unlimited company. 
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(2) On registration in pursuance of this section, the Registrar shall close the former 
registration of the company, and may dispense with the delivery to him of copies of any 
documents with copies of which he was furnished mi the occassion of the original 
registration of the company; but, save as aforesaid, the registration shall take place in 
the same manner and shall have effect, as if it were the first registration of the 
company under this Act. 

(.3) The registration of an unlimited company as a limited company or registration of 
a limite^ company ^ an unlimited company, under this section shall not affect any 
debts, liabilities, obligations or contracts incurred or entered into, by. to, with or on 
behalf of, the company before such registration, and those debts, liabilities, obligations' 
and contracts may be cnfMccd in the manner provided in Part IX in the case of a 
company registered under that Part 

General provisions with respect to memorandum and articles 

17. (1) There shall be presented for registration, to the Registrar exercising 
jurisdiction over the area in which the registered office of the company is stated by the 
memorandum to be situate — 


{a) the memorandum of the company; 

(b) its articles; and 

(c) the agreement, if any, which the company proposes to enter into with any 

individual fot appomtment as its managing or whole-time director or manager. 

(2) A declaration by an advocate of the Sufwemc Court or of a High Court or a 
secretary or a chartered accountant in whole-time practice, in India who is engaged in 
the formation of a company that all the lequimmenls of this Act and the rules 
thereunder have been complied with in respect of registration and mattcra precedent or 
incidental thereto, shall be filed with the Registrar; and the Registrar may accept such 
a declaration as sufficient evidence of such compliance. 

(S) If the Registrar is satisfied that all the requirements aforesaid have been cMnplicd 
with by the c^pany and that it is authorised to be registered under this Act, be shall 
retain and register the memorandum, the articles and the agreement referred to in clause 
(c) of sub-section (J), if any. 

(4) On the registration of the memorandum of a company, the Registrar shall certify 
under his hand that the company is incorporated and, in the case of a limited company, 
that the company is limited. 

(J) A certificate of incorporation given by the Registrar in respect of any association 
shall be conclusive evidence that all the requirements of this Act have been complied 
with in respect of registration and matters precedent and incidental thereto, and that the 
association is a company authorised to be registered and duly registered under this Act. 

(<5) From the date of incorporation mentioned in the cerdficatc of incorporation, such 
of the subscribers of the memorandum and other persons, as may from time to time be 
members of the company, shall be a body corporate by the name contained in the 
memorandum, capable forthwith of exercising all the functions of an incorporated 
company, and having perpetual succession and a common seal, but with such liability 
on the part of the members to contribute to the assets of the company in the event of 
its being wound up as is mentioned in this Act. 
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(7) Subject to the provisions of this Act, the memorandum and articles shall, when 
registered, bind the company and the members thereof to the same extent as if they 
respectively had been signed by the company and by each member, and contained 
covenants on its and his part to observe all the provisions of the memorandum and of 
the articles. 

(8) All monies payable by any member to the company under the memorandum or 
articles shall be a debt due from him to the company. 

18. (/) In the case of a company limited by guarantee and not having a share capital, 
every provision in the memorandum or articles or m any resolution of the company 
purporting to give any person a right to participate in the divisible profits of the 
company otherwise than as a member shall be void. 

(2) For the purpose of the provisions of this Act relating to the memorandum of a 
company limited by guarantee and of this section, every provision in the memorandum 
or articles, or in any resolution, of any company limit^ by guarantee purporting to 
divide the undertaking of the company into shares or interests, shall be treated as a 
provision for a share capital, notwithstanding that the nominal amount or number of the 
shares or interests is not specified thereby. 

19. (i) Notwithstanding anything contained in the memorandum or articles of a 
<x)mpany, no member of the company shall be bound by an alteration made in the 
memorandum or articles after the date on which he became a member, if and so far as 
the alteration requires him to take or subscribe f«)r more shares than the number held by 
him at the date on which the alteration is made, or in any way increases his liability as 
at that date, to contribute to the share capital of, or otherwise to pay money to, the 
company: 

Provided that this sub-section shall not apply— 

(a) in any case where the member agrees in writing either before or after a 
parricular alteration is made, to be bound by the alteration; or 

(b) in any case where the company is a club iir the company is any other 
association and the alteration requires the member to pay recurring or periodical 
subscriptions or charges at a higher rate although he docs not agree in writing to be 
bound by the alteration. 

(2) A company shall, on being so required by a member, send to him within seven 
days of the requirement and subject to the payment of such fees, as may be prescribed, 
a copy each of the following documents as in force for the time being— 

(a) the memorandum; 

(b) the articles; and 

(c) every other agreement and every resolution referred to in section 147, if and 
in so far as they have not been embodied in the memorandum or articles. 

(3) If a company makes a default in complying with the requirements of sub-section 
(2), the company, and every officer of the company who is in a default, shall be 
pimishablc, for each offence, with fine which may extend to one thousand rupees. 
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(4) Where an alteration is made in the memorandum «■ articles of a company, or in 
any agreement, or any resolution, referred to in section 147, every copy of the 
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tncmorandum, aiticlos, agreement or resolution Issued after the date of the alteration 
shall be m aco^dance with the alteration. 

If, at any time, the company issues any copies of the memorandum, articles, 
resolution <x agreement, which are not in accordance with the alteration or alterations 
made therein that time, the company, and eveiy officer of the company who Is 

in a default, shall be punishable with fine which may extend to one hundred rupees for 
each copy so issued. 


Membership of company 


Memberahip 
of holding 
company. 


20, (7) l&cccpt in the ca.scs mentioned in this section, a body corporate cannot be a 
tnember of a company which is its holding company and any allotment or transfer of 
shares in a company to its subsidiary shall be void. 


(2) Nothing in this section idiall apply— 


(tf) wh^ the subsidiary is conewned as the legal representative of a deceased 
tnember of the holding company; or 

(h) where the suhsidiaiy is concerned as a trustee, unless the holding company at 
a suteldiaiy thereof is beneficially interested under the trust and is not so interested 
only by way of security for the purposes of a teansaction entered into by it in the 
ordinary course of a business which includes the lending of money. 

u scefion shall not prevent a subsidiary from continuing to be a member of its 

^ding company if it was a member thereof before becoming a subsidiary of the 
tiding company, but except in the cases referred to in sub-section (2), the subsidiary 
shall have no right to vote at meetings of the holding company ot of any class of 
members thereof. 


(■0 Where a subsidiary «^j^y continues to be a member of a holding company 
under sub-section (i), nothing in this section shall prejudice its rights to be allotted 
bonus shares of such holding company. 

(5) Subject to sub-section (2), sub-secHons (7) and (5) shall apply in relation to a 
nominee for a body corporate which is a subsidiary, as if references in the said sub¬ 
sections (7) and (3) to such a body corporate included references to a nominee for it. 

(0) In ralation to a bolding company which is either a company limited by guarantee 
or an unlimited company, the reference in this section to shares shall, whether or not 
the compare has a share capital, be construed as including a reference to the interest of 
Its members as such, whatever the form of that interest. 


Members 
severally 
liable for 
debts in 
certain 
cases. 


Reduction of number of members below legal minimum 

21. If at any time the number of members of a company is reduced, in the case of 
a public company, below seven, or in the case of a private company, below two, and 
the company carries on business for more than six months while the number is so 
reduced, every person who is a member of the company during the time that it so 
carries on business after those six months and b cognizant of the fact that it is carrying 
on business with less than seven members or two members, as the case may be, shall 
be Mvetally liable for the payment of the whole of the debts of the company con^cted 
during that period, and may be severally sued therefor. 
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Contracts and deeds, investments, seal, etc. 

22. (1) Contracts which, if made between private posons, ate by law requited to be 
in writing signed by the parties to be charged therewith, would bo valid although made 
verbally and not reduced into writing, may be made in writing signed or, as the case 
may be, verbally, on behalf of the company by any person acting under its authority, 
express or Implied, and may, in the same manner, be varied rv discharged. 

(2) A contract made according to sub-section (7) shall bind the company. 

(3) A bill of exchange, hundl or promissory note shall be deemed to hav6 been made, 
accepted, or endmsed on behalf of a company if made, accepted, drawn or endotsed in 
the tuune of, or on behalf or on account of, the company by any person acting under 
its authority, express or implied. 

(4) A company may, by writing under its common seal, empower any person, cither 
gcoeraily or in respect of any ^lecifled matters, as its attorney, to execute any document 
on its behalf in any place either in or outside India. 

(5) A document signed by such an anmney on behalf of the company and under his 
seal where scaling is requh^ shall bind the company and have the same effect as if 
it were under its conunon seal. 

23. (7) Save as otherwise provided in sub-sections (2) to (5) or any other law for the 
time being in force and subject to the provisions of sub-sections (6) to (5), all 
investments made by a company on its own behalf shall be made and held by it in its 
own name- 

(2) Where the company has a right to appoint any person or persons, or where any 
nominee or nominees of the company has or have been appointed, as a director or 
dircctots of any other body corporate, shares in such other body coiporate to an amount 
not exceeding the nominal value of the qualification shares which are required to be 
held by a director theteof, may be registered or held by such company jointly in its 
name and of each such person or nominee, or in the name of each such person or 
nominee. 

(3) A company may hold any shares in its subsidiary in the name or names of its 
nominee or nominees of the company, if and in so far as it is necessary so to do, to 
ensure that the number of mcml^rs of the subsidiary is not reduced, where it is a 
public company, below seven, and where it is a private company, below two. 

(4) Sub-section (7) sh^ll not apply to investments made by a company whose 
principal business consists of buying and selling of securities. 

(3) Nothing in this section shall be deemed to prevent a company— 

(a) from depositing with a bank, being the hankers of the company, any securities 
for the collection of any dividend or interest payable thereon; or 

(b) from depositing with, or transferring to, or holding in the name of, a scheduled 
bank, being the bankets of the company, securities, in order to facilitate the tramfer 
thereof: 

Provided that if within a period of six months from the date on which the 
securities arc transferred by the company to, or are first held by the company in the 
name of a scheduled bank as aforesaid, no transfer of such securities takes place, the 
company shall, as soon as practicable after the expiry of that period, have the 
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securities retransferred to It from the scheduled bank and hold the securities in its 
own name; 

(c) from depositing with, or transferring to, any person any securities, by way of 
security for the repayment of any loan advanced to the company or the performance 
of any obligation undertaken by it; or 

(d) from holding investments in the name of a deptwitory when such investments 
arc in the form of securities held by the company as a beneficial owner. 

((5) The certificate or letter of allotment relating to the securities in which investments 
have been made by a company shall, except in the cases referred to in sub-sectltms (4) 
and (5), be in the custody of such company or a scheduled bank, being the bankets of 
the company. 

(7) Where, in pursuance of sub-sccticm (2), (J), (4) or (5), any securities in which 
investments have been made by a company arc not held by it in its own name, the 
company shall forthwith enter in a register maintained by It for the purpose— 

(a) the nature, value, and such other particulars as may be necessary fully to 
identify the shares or securities in question; and 

(b) the bank or person in whose name or custody the shares or securities are held. 

(5) The register kept under sub-section (7) shall be open to the Inspection of any 
member or debenture holder of the company without charge, during business houis, 
subject to such reasonable restrictions as the company may, by its articles or in a 
general meeting, impose, so that not less than two hows in each day arc allowed for 
inspection. 

(9) If a default is made in complying with any of its requirements of sub-sections (/) 
to (5), the company, and every officer of the company who is in a default, shall be 
punishable with fine which may extend to fifty thousand rupees. 

(JO) K any in.spection required under sub-section (8) is refused, the Tribunal may, 
without prejudice to the provisions of sub-section (9), by ewder, direct an Immediate 
inspection of the register. 

24. {/) A company whose objects require or comprise the transaction of business 
outside India may, if authorised by its articles, have for use in any territory, district or 
place not situate in India, an official seal which shall be a facsimile of the common seal 
of the company, with the additiem on its face of the tumc of the territory, district or 
place where it is to be used. 

(2) A company having an official seal for use in any such territory, district or place 
may, by writing under its common seal, authorise any person appointed for the purpose 
in that territory, district or place to affix the official seal to any deed or other document 
to which the company is a patty in that territory, district or place. 

(8) The authority of any agent authorised under sub-section (2) shall, as between the 
company and any person dealing with the agent, continue during the period, if any, 
mentioned in the instrument conferring the authority, or if no period is there mentioned 
until notice of the revocation or determination of the agent's authority has been given 
to the person dealing with him. 



S'S- 


Sec.2] the gazette OF INDIA EXTRAORDINARY 25 


(4) The person affixing any such official seal shall, by writing under his band, certify 
on the deed or other document to which the seal is affixed, the date on which and the 
place at which, it is affixed. 

(5) A deed or other document to which an official seal is duly affixed shall bind the 
company as if it had been scaled with the common seal of the company. 

Service of documents 

25. (7) A document may be served on a company or an officer thereof by sending 
it to the company or officer at the registered office of the ct>mpany by post under a 
certificate of posting or by registered post, or by such other means as may be 
prescribed or by leaving it at its registered office; 

Provided that where the securities are held in a depository, the records of the 
beneficial ownership may be served by such deposiuay on the company i>y means of 
electronic mode or by delivery of floppies or discs. 

(2) A document may be served on a Registrar by senduig it to him at his offic'c in 
the manner provided in sub-section (7). 

26. (7) A document may be served by a company on any member or a holder of any 
other security therwf cither personally, or by sending it in the manner provided in sub¬ 
section (7) of section 25 to his registered address, or if he has no registered address in 
India, to the address, if any, within India supplied by him to the company for the 
giving of notices to him or by advertising it in a newspaper circulating in the 
neighbourhood of the registered office erf the company. 

(2) Where a dcK-umcnt is sent by post,— 

(u) .service thereof shall be deemed to be effected by properly addressing, 
prepaying and posting a letter containing the document, provided that where a 
member or a holder of any security has intimated to the company in advance that 
dcxnimcnts should be sent to him under certificate of posting or by registered post 
with or without acknowledgement due and has deposited with the company a sum 
sufficient to defray the expenses of doing so, service of the dtKumcnt shall not be 
deemed to be effected unless it is sent in the manner intimated by the member, and 

(ft) such service shall be deemed to have been effected, - 

(0 in the ease of a notice of a meeting, at the expiration of forty-eight hours 
after the letter containing the same is posted; and 

O'i) in any other ease, at the time at which the letter could be delivered in the 
'ordinary course of post. 

(3) A document advertised under sub-section (7) shail be deemed to be duly served 
on the day on which the advertisement appears, on every member or holder of any 
sccunty of the company who has no registered address in India and has not supplied to 
the company an address within India for the giving of notices to him. 

(^ A document may be served by the company on the Joint-holders of a security by 
serving it on the joint-holder named first in the register in respect of the security. 

(5) A document may be served by the company on the persons entitled to a security 
conseqirencc of the death or insolvency of a member by sending it through the pc»t 
a prepaid letter addressed to them by name, or by the title of representatives of the 
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deceased, or assignees of the insolvent, or by toy like description, at the address, if 
any, in India supplied for the purpose by the persons claiming to be so entitled, or until 
such an address has been so supplied, by serving the document in any manner in which 
it might have been served if the death or insolvency had not occutr^. 

Authentication of documents and proceedings 

27. Save as otherwise expressly provided in this Act, a document or proceeding 
requiring authentication by a company may be signed by a director, the manager, the 
secretary or other authorised officer of the company, and need not be under its ccanmon 
seal. 


PART n 

Companies incorporated outside India 
Provisions as to estaMishment of place of business in India 

28. In this Part, unless the context otherwise requires,— 

(a) "certified" means certified in the prescribed manner to be a true copy or a 
correct translation; 

(b) "director" in relation to a company, includes any person in accordaix;c with 
whose directions or instructions the Board of directors of the company is accustomed 
to act; 

(c) "place of business" includes a share trarefer or share registration office; 

(d) "prospectus" has the same meaning if it is used in relation to a company 
incorporated under this Act; 

(e) "secretary" includes any person occupying the position of secretary, by 
whatever name called; 

(f) "Indian Depository Receipt" means a receipt, evidencing and underlying foreign 
security, issued in India by a foreign company which has entered into an agreement 
with the issuer and depository, custodian and depository or underwriters and 
depository, in accordance with the terms of prospectus or letter of offer, as may be 
prescribed. 

29. (1) The provisions contained in the Chapter shall apply to all foreign companies, 
that is to say, companies falling under the following two classes, namely:— 

(o) companies incorporated outside India which have, before the commencement 
of this Act, established a place of business within India and continue to have an 
established place of business within India at the commencement of this Act; and 

(b) companies incorporated outside India which, after the commencement of this 
Act, establish a place of business within India. 

(2) Notwithstanding anything contained in sub-sccticm (/), where not less than fifty 
per cent, of the paid-up share capital (whether equity or preference or partly equity and 
partly preference) of a company incorporated outside India and having an established 
place of business in India, is held by one or more citizens of India or by one or mote 
bodies cewporate incorporated in India or by one or more citizens of India and one or 
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more bodies corpomte incorporated b India, whether stagly b the aggregate, such 
cf^pany shall comply with such of the provisions of this Act as may be prescribed 
with regard to the bustocas carried on by it b India, as if it were a company 
bcaporated b India. 

30. (/) Foreign companies wbch, after the commencement of this Act, cstaUvb a 
place of business withb India shall, wlthb thirty days of such cstaUiahment, dcUver to 
the Registrar for registration— 

(a) a certified copy of the charter or stabtes, or mcmotwidiim md miiclcs, of the 
comply or other instrument wmstitutbg or deflidng the constitutkm of the company; 
and, if the bstrurrKnt is not b the English language, a certified translation thereof; 

(i^ the ftjJ] address of the registeted or prbcipal office of the company; 

(c) a list of the directon and secretary of the company, contaibng die particulars 
meatioacd b subsection (2); 

(d) tile name and address, or the names and addresses of one or more peraom, 
mtident in bdia, authorised to accept on behalf of the company service of proceaa 
and any notices or other documents required to be served on the company; and 

(e) the fiill address of the office cf the company in bdk which is to be deemed 
its pebclpal place of business in India. 

(2) The Hri referred to b clause (c) of sub-section (/) shaH contehi the fotlowba 
paarimkiru, that is to say,— 

(a) with respect to each dlrectcw— 

(i) b the case of an bdivkhial, his present name and sutMne b ftiH, my 
famor name or names md surname or surnames in full, his himI residential 
addren, his nationality, and if that nationality Is not the nationality of origb, hia 
katkniriity of origin, and his business or occupation, if any, or tf he has no 
or occiqiarioA but holds any other directorship or directotsUpa, paitioiilats 
of that (hrectot^ip or of some one of those direclor^ps; and 

(«) b the case of a body corporate, its corporate name and registered or 
principal office; and the full name, address, natbnallty, and nalbnaHty of origb, 
if different from that nationality, of each of ib directors; 

(*) wkh respect to the secretary, or where there are jobt secretaries with lemect 
10 each of thmn— 

(0 k the case of an individual, bs present name and surname, any former 
name or names and surname or surnames, and his usual residential address; and 

(«) b the case of a body corporate, ib corporate name and registered or 
principal office; 

Provided that, where all the partners b a firm are jobt secretaries of be 
company, the name and principal office of tiie firm may be stated instead of the 
particulars mentioned in clause (b) of this sub-section. 
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(3) Clauses (2) and (3) of the Explanation to sub-section (7) of section 238 shall 
apply for the purpose of the construction of references in sub-section (2) to present and 
former names and surnames as they apply for the purposes of the construction of such 
references in sub-section (7) of section 238. 

(V) Foreign companies, other than those mentioned in sub-section (7), shall, if they 
had not delivered to the Registrar before the commencement of this Act the doctunents 
and particulars specified in sub-section (7) of section 592 of the Companies Act, 1956, 1 of 1936. 

continue to be subject to the obligation to deliver those dociunents and particulars in 
accordance with that Act. 

31- If any alteration is made or occurs In— 


(a) the charter, statutes, or memorandiun and articles of a foreign ctnnpany or 
other instrument constituting or defining the constitution of a foreign company; or 

(b) the registered or principal office of a foreign ctimpany; or 

(c) the directors or secretary of a foreign company; or 

(d) the name or address of any of the persons authorised to accept service on 
behalf of a foreign company; or 

(e) the principal place of business of the company in India, 

the company shall, within the prescribed time, deliver to the Registrar for registration a 
return containing the prescribed particulars of the alteration. 


32. (7) Every foreign company shall, in respect of every calendar year,— 

(a) make out a balance sheet and profit and loss account in such fc«m, containing 
such particulars and including or having annexed or attached thereto such documents 
(including, In particular, documents relating to evciy subsidiary of the foreign 
company) as under the provisions of this Act it would, if it bed been a company 
within the meaning of this Act, have been required to make out and lay before the 
company in a general meeting; and 

(h) deliver three copies of those documents to tla; Registrar; 

Provided that the Central Government may, by notification, direct that, in the case 
of any foreign companies, or class of foreign company the requirements of clause (a) 
shall not apply, or shall apply, subject to such exceptions and modifications as may 
be specified in the notification. 


(2) If any such document as is mentioned in sub-,section (7) is not in the English 
language, there shall be annexed to it a certified translation thereof. 


(3) Every foreign company shall send to the Registrar with the documents requited 
to be delivered to him under sub-section (7), three copies of a list in the prescribed 
fcam of all places of business established by the company in India as at the date with 
reference to which the balance sheet referred to in sub-section (7) is made out. 



Sec.21 the gazette OF INDIA EXTRAORDINARY 29 


33. Evciy foreign company shall— 

(a) in every iHospcctus inviting subscriptions in India for its shares or debentures, 
state the country in which the ctanpany is Incorporated; 

(b) conspicuously exhibit on die outside of every office or place whoe it carries 
on business in India, the name of the company and the country in which it is 
incorporated, in letters easily legible in English characters, and also in the characters 
of the language or one of the languages in general use in the locality in which the 
office or place is situate; 

(c) cause the name of the company and of the country in which the company is 
incorporated, to be stated in legible English charactets in all business letters, bill¬ 
heads and letter paper, and in all notices, and other official publications of the 
company; and 

(d) if the liability of the membera of the company limited, cause notice of that 
fact— 


(i) lo be stated in every such prospectus as aforesaid and in all business letters, 
bill-heads, letter paper, ntitices, advertisements and other official publications of 
the company, in legible English characters; and 

(it) to be conspicuously exhibited on the outside of every office or place where 
it carries on business in India, in legible English characters and also in legible 
characters of the languages or one of the language in general use in the locality 
in which the office or place is situate. 

34, Any process, notice, or other document required to be served on a foreign 
company shall be deemed to be sufficiently served, if addressed to any person who has 
been authorised to accept .service on behalf of the foreign companies and whose name 
has been delivered to the Registrar under the foregoing provisions of this Part and left 
at, or sent by post to, the address which has been so delivered: 

Provided that— 

(a) where any such company makes a default in delivering to the Registrar the 
name and address of a person resident in India who is authorised to accept on bch^f 
of the company service of process; notices or other documents; or 

(b) If at any time all the persons whose names and addresses have been so 
delivered arc dead or have ceased so to reside, or refuse to accept service on behalf 
of the company or for any reason, cannot be served, 

a document may be served on the company by leaving it at, or sending it by post to, 
any place of business established by the company in India. 

35. (J) Any document which any foreign c-ompany b tequired to deliver to the 
Registrar shall be delivered to the Registrar having Jurisdiction over New Delhi, and 
references to the Registrar in this Part except in sub-seCtion (2) shall be construed 
accordingly. 

(2) Any such document as is referred to in sub-scction (/) shall also be delivered to 
the Registrar of the State in which the principal plac6 of business of the company in 
India is situate. 
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(5) If any foreign company ceases to have a place of business in India, it iihup 
forthwith give notice of the fact to the Registrar, and as from the date on which notice 
is so given, the obligation of the company to deliver any document to the Registrar 
shall cease, provided it has no other place of business in India. 

36. If any foreign company fails to ctHnply with any of the foregoing provisions of 
diis Part, the company, and every officer or agent of tk cem^Mny who is in a default, 
shall bo puniriublc with fine which may extend to ten thousand nq)co8, and in the case 
of a continuing offence, with an addidonal fine which may extend to one thousand 
nq>ces fm* every day during which the default continues. 

37. Any faihire by a fmeign conq>any to comply with any of the foregoing ptovisioiM 
of this Part shall not affect the validity of any contract, dealing or transaction entered 
into by the company or its liability to be sued in respect thereof; but the co mpany ^MtU 
not be entitled to brittg any suit, claim any set-off, make any counter-claim or instltme 
any legal proceeding in respect of any sw^ contract, dealing at transaction, until k has 
complied with the provisions of this Part. 


36. (7) The provisions of sections 113 to 124 so far as may ba, appfy to— 

(a) charges on propotica in faxha which are created by a foreign company after 

the 15th day of January, 1937; and 

(b) charges on property in India which is acquired by any foreign confnny idler 

the day aforesaid. 

(2) The pioviaions of section 113 shall, so far as may be, apply to a forelgtB 
company. 

(3) (a) The provisions of aeclion 163 ahiill ap{dy to a foreign conqmiy to dte eaSetil 
of lequi^g it to keep at its principal plaoc of business in India the books of accowM 
referred to in that section, with respect to moneys received and expended, sales attd 
purchases made, and assets and liabilities, in the course of or in relation to its business 
in India. 

(b) the ptovisioiis of section 130 shall, subject to such modiflcadoai or adqitetions 
as may be made therein by the rules made under this Act, apply to a foreign company 
having an established place of business in India, os they apfdy to a compmty 
incorporated in India; 

(c) the provisions of section 163 and section 164 and sectkaia 190 to 202 (both 
inclusive) shall, so far os may be, apply only to the Indian business of a foreign 
company having an established place of business hi Indio, as they apply to a company 
incorporated in India. 

(4) In applying the sections rcf«red to in sub-sections (7). (2) and (3) to a foreign 
company os aftMesaid, references in those sections to the Registrar shall be deemed to 
be nfercacca to the Registrar havbg Jurisdiction over New Delhi, and references to the 
registered office of the foreign company shall be deemed to be references to its 
principal place of business in India. 
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39. There shall be paid to the Registrar for registering any document required hy the 
fcaegoing provisions of this Part to be registered by him, such fees as may be 
pies^bed. 


Prospectus 

40. (7) No person shail issue, circulate or distribute in India any [Kospectus offering 
fca- subscription securities of a company incorporated or to be incorponited outside 
whether the company has or has not established, or when formed will or will not 
establish, a place of business in India, unless the prospectus b dated; and 

(a) contains particulars with respect to the following matters, namely:_ 

(0 the instrument constituting or dcHning the constitution erf the company; 

00 the enactments or provblons having the force of enactmimts, by or im'Vr 
which the incmporatlon of the company was effected; 

(i/0 an address in India where the said instrument, enactments or provblmi, « 
rapks thereof, and if the same arc not in English, a translation thereof certified 
in the prescribed nurmcr, can be inspected; 

(iv) the date on which and the country in which the company was incorpmated; 

(V) whether the company has issued, or intends to issue, Indian Depository 
Receipts and if so, particulars thereof; 

(vi) whether the company has established a pbee of business in indli^, and, if 
so, the address of its principal office in India; and 

(h) states such matters, sets out such reports which shall have effect subject to 

such provisions, as may be prescribed under sub-section (2) of section 48: 

Provided that sub-clauses (/), 00 and (i/i) of cbusc (a) shall not apply in the case 
of a [M'ospectus issued more than two years after the date at which the company b 
entitled to commence business. 

(2) Any condition requiring or bitxling an applicant for securities to waive compliance 
with any requirement imposed by virtue of clause (a) or (b) of sub-section (V), or 
purporting to affect him with notice of any contract, documenb or matter not 
specifically referred to in the prospectus, shall be void, 

(3) No person shall issue to any person in Indb a form of application for securities 
of a company or intended company as b mentioned in sub-section (/), unless the form 
b issued with a prospectus which complies with the provisions of thb Part and the 
issue whereof in India does not contravene the {X'ovbiotis of iiection 41: 

Provided that this sub-section shall not apply if it b shown that the fmm of 
application was issued in connection with a bona fide invitation to a p«sou to enter into 
an underwriting agreement with respect to the seciuitics. 

(4) In the c^ent of non-compliance with or conhaventlon of any of the requiranents 
imposed clauses (a) and (b) of sub-section (7), a director or other person reaponslbie 
for the prospectus shall not incur any liability by reason of the non-compliance or 
contravention, if— 
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(a) as regards any matter not disclosed, he proves that he had no knowledge 
thereof; or 

(h) he proves that the non-compliance or contravention arose &om an honest 
mistake of fact on his part; or 

(c) the non-compliance or contravention was in respect of matters which, in the 
opinion of the Tribunal dealing with the case were immaterial, or was otherwise such 
as ought that in the opinion of Tribunal, having regard to all the circumstances of the 
case, reasonably to be excused: 

Provided that in the event of failure to include in a prospectus a statement with 
respect to matters relating to the accounts of the company, as may be prescribed, no 
director or other person shall incur any liability in respect of the failure, unless it is 
proved that he j had knowledge of the matters not disclosed. 

(5) This section^ 

(a) shall not apply to the issue to existing members or debenture holders of a 
company of a prospectus or form of applicadon reladng to shares in or debentures or 
Indian Depository Receipts of the company, whether to the persons to whean a 
prospectus or application form is issued will, or will not, have the right to renounce 
in favour of other persoas; and 

(b) except in so far as it requires a prospectus to be dated, shall not apply to the 
issue of a prospectus relating to shares or debentures or Indian Depository Receipts 
which arc or arc to be in all respects uniform with shares or debentures or Indian 
Depository Receipts previously issued and for the time being dealt in or quoted on 
a recognised stock exchange, 

but, subject as aforesaid, this .section shall apply to a prospectus or form of application 
whether issued on or with reference to the formation of a company or subsequently. 

(6) Nothing in this section shall limit or diminish any liability which any persmi may 
incur under the getKral law or under this Act apart from this section. 

41. (/) No person shall issue, circulate or dfstribute in India any prospectus offering 
for suKscription .shares in or debentures or Indian Depository Receipts of a company 
incorporated or to be incorporated outside India, whether the company has or has not 
established, or when formed will or will not establish, a place of business in India— 

(a) if, where the prospectus includes a statement purporting to be made by an 
expert, he has not given, or has before delivery of the prospectus for registration 
withdrawn, his written consent to the issue of the prospectus with the statement 
included in the form and context in which it is included, or there docs not appear in 
the prospectus a statement that he has given and has not withdrawn his consent as 
aforesaid; or 

(h) if the prospectus docs not have the effect, where an af^licatlon is made in 
pursuance thereof, of rendering all persons concerned bound by the provisions (other 
than penal provisions) of sections M and 65, so far as applicable. 


(2) In this section, the expression "expert" includes an engineer, a valuer, an 
accountant, merchant banker and any other person whose profession gives authority to 
a statement made by him; and for the purposes of this section a statement shall be 



Sec.2] 


THE GAZETTE OF INDIA EXTRAORDINARY 


33 


deemed lo be included in a prospectus if it is contained in any report or memorandum 
appearing on the fact theteof or by reference incorporated therein or issued therewith. 

42. (7) No person shall issue, circulate or distribute in hidia any proq>cctus offering 
for subscription shares in or debentures or Indian Depository Receipts of a company 
incorporated tv to be incorporated outside India, whether the company has (v has not 
established, or when formed will or will not establish, a place hf busii^ss in India, 
unless bcfoie the issue, circulation or distribution of the prospectus in Indla^ a copy 
theteof certified by the chairman and two other directors of the ccanpany as having 
been approved by a resolution of the managing body has been delivered fOT registtatlmi 
to the Securities and Exchange Board and the Registrar and the pro^rectus states on the 
face of it that a copy has been so delivered, and there is endors^ on or attac hed to the 
copy— 

(a) any consent to the issue of the prospectus required by seetkm 41; 

(h) a copy of any contract required to be stated in the prospectus or, in the case 
of a contract not reduced into writing, a memorandum giving full partkulars thereof; 
and 

(c) where the persons making any reptnt have made therein, or have, without 
giving the reasons, indicated therein any such adjustments, a written statement signed 
by those persons setting out the adjustments and giving the reasons thoefor. 

(2) The reference in claioe (h) of sub-section (1) to the copy of a contract requined 
theieby to be endorsed on or attached to a copy of the prospectus shall, in tbc'caso of 
a contract wholly or partly in a language other than English, be taken os references to 
a copy of a translation of the contract in English or a copy embcxlylng a Innslation in 
English of the parts which arc not in English, as the case may be, being a translation 
certified in the prescribed manner to be a correct translation. 


43. Notwithstanding anything contained in any other law for the time being in force, 
the Central Government may make rules applicable for— 

(a) the offer of Indian Depository Receipts; 

(b) requiiement of disclosures in prospectus or letter of offer issued in ctnirtectioo 
with Indian Depository Receipt; 

(c) manner in which the Indian Depositmy Receipt shall be dealt in a depositeny, 
mode and by custodian and underwriters; 

(ef) manner of sale, transfer or transmission of hidian Dcposit(»y Receipts, 

by a company incorporated, or to be incotporated outside India, whether the company 
has or has not been established or, will or will not establish any place of business in 
India. 


44. Any person who is knowingly responsible— 

(a) for the issue, circulation or distribution of a prospectus; or 

(b) for the issue of a form of appiicarion for shares or debentures or Indian 
Depository Receipts, 
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in contravention of any of the provisions of sections 40, 41, 42 and 43, shall be 
punishable with imprisonment for a term which may extend to two years, or with fine 
which may extend to fifty thousand rupees, or with both. 


45. Section 54 shall extend to every prospectus offering for subscription shares in or 
debentures of, or Indian Depository Receipts of, a company inemporated or to be 
incorporated oursidc India, whether the company has or has not established, or when 
formed will or will not establish, a place of business in India, with the substitution for 
references in seerton 54 to section 49, of rcfctenccs to section 41, 


46. (7) Where any document by which any shares in, or debentures of, or InHlnn 
Depository Receipts of, a company incorporated outside India are offered for sale to the 
public, would, if the company concerned had been a company within the meaning of 
this Act, have been deemed by virtue of section 56, to be a prospectus issued by the 
company, that doevunent shall be deemed, for the purposes of this Part, to be a 
prospectus issued by the company offering such ^ares or debentures or Indian 
Depository Receipts for subscription. 

(2) An offer of shares or debentures or Indian Depository Receipts for subscription 
or sale to any person whose ordinary business is to buy or sell shares or debentures or 
Indian Depository Receipts, whether as principal or as an agent, shall not be deemed to 
be an offer to the public for the purposes of this Part. 

(3) In this Part, the expressions "shares" or "debentures" have the same meanings as 
when ased in relation to a company incorpevated under this Act. 


PART IV 

Prospectus, allotment, ustino and other matters relating to 
THE issue of securities 

Prospectus 

47. The provisions of this Part, the provisions of sections 94 to 110 and sections 159 
to 164 shall,— 

(/) in the case of listed public companies; 

(it) in case of those public companies which purport to be listed, 
be administered by the Securities and Exchange Board; and 

(Hi) in any other case, be administered by the Central Government. 

48, (/) A prospectus issued by or on behalf of a company, or in relation to an 
intended company, shall be date * and that date shall be taken to be the date of 
publication of the prospectus. 


190WW/F—5-B 
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(2) Every prospectus issued by « on behalf of a company, or by ot on behalf of any 
person who is or has been enjiagcd or interested in the formation of a company, idu.lt 
state such matters, set out such reports, and have effect subject to such provisions, as 
may be prescribed. 


(3) Where any prospectus is published as a newspaper advertisemmt, or in any other 
manner, it shall be in the form of an abridged prospeems. 


(4) A condition requiring or binding an applicant for the securities of a company to 
waive cnni|diance with any of the requirements of this section, or purporting to affect 
him with notice of any contract, document of matter not specifically referred to in the 
pmspeems, shall be void. 


(S) No person shall Issue any form of application for securities of a company, unless 
the form is accompanied by an abridged prospectus: 

Provided that a cc^y of the prospectus shall, cm a request being made by any poson 
before the closing of the subsctipticMi list, be fiimished to him: 

Piovidcd further that this sub-section shall not apply if it is shown that the form of 
application was issued either— 

(a) in connection with a bona fide invitation to a person to enter into an 
underwriting agreement with respect to the securities; or 

(b) in relation to securities which were not offered to the public. 


(6) If any person acts in contravention of the provisions of sub-section (5), he nb«»ii 
be punishable with fine which may extend to fifty thousand rupees. 


(7) A director or other person responsible for the prospectus shall not incur any 
liability by reason of any non-compliance with, or cemtravention of, any of tte 
requirements of this section, if— 

(a) as regards any matter not disclosed, he proves that he bad no knowledae 
thereof; or 

(b) he proves that the non-compliance or contravention arose flom an honest 
mistake of fact on his part; or 


(c) the non-compliance or contravention was in respect of matters which, in the 
opinion of the Court dealing with the case, were immaterial, or was otherwise such 
as ought, in the opinion of that Court, having regard to all the circumstances of the 
case, reasonably to be excused: 

Provided that no director or other perwm shall incur any liability in reflect of (he 
failure to include in a prospectus a statement with respect to the extent and nature of 
the interest, if any, of every director or promoter of the company and to such other 
matters as may be prescribed, unless it is proved that he had knowledge of the matters 
not disclosed. 
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(S) This section shall not apply— 

(a) to the issue to the membota or the existing holders of securities of a company 
of a prospectus or form of application relating to securities of the company, whether 
an applicant for securities will or will not have the right to renounce the securities in 
favour of other persons; or 

(b) to the issue of a prospectus or form of application relating to securities which 
« are to be, in all respects uniform with securities previously issued and for the 

time being dealt m or quoted mi a recognised stock exchange, 

but subject as aforesaid, this sectiem shall apply to a prospectus or a form of 
application, whether issued on or with reference to the formation of a company or 
subsequently. * ^ 


(9) Nothing in this section shall limit or diminish any liability which any person may 
incur under the general law or under this Act. 


49. (1) A pro^rectus Inviting persons to subscribe for securities shall not include a 
statement purporting to be made an expert, unless the expat is a person who is not, 
and has not been, engaged or interested in the formation or preunotion, of in the 
management, of the company. 


(2) Where a statement purporting to be made by an expert is included in a 
prospectus, it shall specify that— 

(o) he has given his written consent to the issue thereof and is responsible for all 
the statemento included in the prospectus and has not withdrawn from his 
responsibility bcfcMre the delivciy of a cc^y of the prospectus for registration; and 

(ft) he has not withdrawn his consent as aforesaid. 


(3) If any prospectus is issued in contravention of this section, the company, and 
every person, who is knowingly a party to the issue thereof, shall be punishable with 
fine which ma^ extend to fifty thousand rupees. 


(4) In this section, the expression "expert” includes an engineer, a valuer, an 
accountant and any other person whose profession gives authority to a statement m sd^^ 
by him. 


50. (]) No prospectus shall be issued by or cm behalf of a company or in relation to 
an intended company unless, on or before the date of its publication, there has been 
delivered for registration to the Registrar, a copy thereof signed by every person who 
is named therein as a director or proposed director of the company or by his agent 
authorised in writing, and having endorsed thereon or attached thereto— 

(a) any consent to the issue of prospectus and statement of responsibility of an 
expert required under section 49; 

(b) in the case of a prospectus issued generally, also such other documents as may 
be prescribed; 
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Provided that where a company issues any foreign or Indian Depository Recei^ 
circular, InfcHtnation memorandum or prospectus containing— 

(i) price of the depositoiy receipt issued or iHoposed to be issued; 

OO amoimt subscrilKd or expected to be subscribed; 

(j/'O terms and conditions of conversioi of deposit receipt into shares; 

(tv) other information and particulars of such Indian Depository Receipt, 

shall also be filed along with the prospectus by the company or foreign company 
proposing to issue the Indian Depository Receipt: 


Provided further that the information memorandum or the prospectus issued for 
subscription by Indian Depository Receipt shall be governed by the law of the country 
in which the registered office of the company is situated. 

(2) Every prospectus to which sub-section (J) applies shall, on the face of it,— 

(a) state that a copy has been delivered for registration as requited by this section; 

and 

(A) specify any documents required by this section to be endorsed on or attached 

to the copy so delivered, or refer to statements included in the prospectus which 

specify those documents. 

(J) The Registrar shall not register a prospectus unless the requirements of sections 
48, 49 and sub-sections (/) and (2) of this section have been complied with and the 
prospectus is accompanied by the cemsent in writing of the person, if any, named 
therein as the auditor, legal adviser, attorney, solicitor, banker or broker of the company 
or intended company, to act in that capacity. 

(-0 A copy of every prospectus which has been filed for registration with the 
Regbtror shall be simultaneously filed with the Securities and Exchange Board. 

(5) No ix'ospecnu shall be issued more than ninety days after the date on which a 
copy thereof Is delivered fw registration; and if a prospectus is so issued, it shall be 
deemed to Iw a prospecUis, a copy of which has not btwn delivered under this section 
to the Securities and Exchange Board or the Registrar. 

(tf) If a prospeeUw is issued without a copy thereof being delivered under this section 
to the Securities and Exchange Board or the Registrar or without the copy so delivered 
having endorsed thereon or attached thereto the required consent or documents, the 
company, and every person who is knowingly a party to the issue of the ptospectus, 
shall be punishable with fine which shall not be less than fifty thoufm nH rupees but 
which may extend to one laldi rupees. 

51. (7) Any public financial institution, public sector bank or scheduled bank whose 
main object is financing shall file a shelf prospectus. 

(2) A company filing a shelf prospectus with the Registrar shall not be required to 
file prospectus afresh at every stage of offer of securities by it within a period of 
validity of such shelf prospectus. 


Shelf 
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(5) A company filing a shelf prospectus shall be required to file an infotmation 
memorandum on all material facts relating to new charges created, changes in the 
financial position as have occurred between the first offer of securities, previous offer 
of securities and the succeeding offer of securities within such dtne as may be 
prescribed by the Central Oovemment, prior to making of a second or subsequent offer 
of securities under die shelf prospectus. 

(4) An infotmation memorandum shall be issued to the puUlc along with the shelf 
prospectus filed at the stage of the first offer of securities and such prospectus shall be 
valid for a period of one year from the date of opening of the first issue of securities 
under that proqiechiB; 

Provided that where an update of infotmation memorandum is filed every time an 
offer of securities is made such memorandum together with the shelf prospectus shall 
constitute the prospectus. 

Explanation .—For the purpose of this section,— 

(a) "financing" means making loans to or subscribing in the capital of, a private 
iridustrial enterprise engaged In infrastructural financing or, such other company as the 
Central Oovemment may notify in this behalf; 

(b) "shelf prospectus" means a prospectus issued by any financial institution or 
bank for one or more issues of the securities or class of securities specified in that 
prospectus. 

52. (I) A puMlc company making an issue of securities may circulate information 
memoraiKtum to the public prior to filing of a prospectus. 

(2) A company inviting subscription by an infotmation memorandum shall be bound 
to file a prospectus prior to the opening of the subscription lists and the offer as a red- 
herring prospectus, at least three days before the opening of the offer. 


(J) The infotmation memorandum and red-herring prospectus shall carry same 
obligations as are applicable in the case of a prospectus. 


(4) Any variation between the information memorandum and the red-herring 
prospectus shall be highlighted as variations by the issuing company. 

Explanation .—For the purposes ofsub-sections (2), (5) and (4), "red-herring 
prospectus" means a prospectus which docs not have complete particulars on the price 
of the securities offered and the quantum of securities offered. 


(5) Every variation as made and highlighted in accordance with sub-section (4) above 
shall be i^ividually intimated to the persons invited to subocribc to the issue of 
securities. 


(6) In the event of the issuing company or the underwriters to the IssUe have invited 
or received advance subscription by way of cash or post-dated cheques or stock-invest, 
the company or such underwriters or bankers to the issue shall not encash such 
subscription moneys or post-dated cheques or stock-invest before the date of opening of 
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(he i^c. without having individually intimated the ptoqicctive auhscribeis of the 
variation and without having offered an opportunity to such prospective subscribers to 
withdraw their application and cancel their post-dated cheques or stock-invest tw return 
of subscription paid. 


(7) The applicant or proposed subscriber shall exercise his right to withdraw ftom the 
application on any intimation of variation within seven days from the ^i»te of such 
intimation and shall indicate such withdrawal in writing to the company and the 
underwriters. 


(5) Any application for subscription which is acted upon by the cmnpany or 
underwriters or bankers to the issue without having given enough information of any 
variations, or the particulars of withdrawing the offer or opportunity for djc 

post-dated cheques or stock invest or stop payments for such payments shall be void 
and the at^licants shall be entitled to receive a refund or return of its post-dated 
cheques or stock-invrat or subscription moneys or cancellation of its application, as if 
the said application had never been made and the applicants are entitled to receive back 
their original application and interest at the rate of fifteen per cent, from the date of 
encashment till payment or tealisatioit 


(9) Upon the closing of the offer for securities, a final prospectus stating therein the 
total capital raised, whether by way of debt or share capital and the closing price of the 
securities and any other details as were not complete in the red-herring prospectus ahnlt 
be filed in a case of a listed public company with the Securities and Exchange Board 
and Registrar, and in any other case with the Registrar only. 


53, A company sM not, at any time, vary the terms of a contract lefened to in the 
prospectus, except with the approval of, or under an authority given by, the company in 
a general meeting. 


54. (J) Subject to the provisions of this section, where a prospectis invites persons 
to subscril^ for the securities of a company, the following persons shall be liable to pay 
compensation to every person who subscribes for any securities on the faith of the 
prospectus for any loss or damage he may have sustained by reason of any untrue 
statement included therein, that is to say,— 

(a) every person who is a director of the company at the time of the issue of the 
prospectus; 

(b) every person who has authorised himself to be named and is in the 

prospectus cither as a director, «■ as having agreed to become a director, cither 
immediately or after an interval of time; 

(c) every person who is a promoter of the company; and 

(d) every person who has authorised the issue of the prospectus; 

Provided that where, under section 49, an expert has given his consent, or where 
under sub-section (3) of section 50, the consent of a person named in a prospectus is 
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requircd and he has given that consent, he shall not, by reason of having glvoi such 
consent, be liable under this sub-section as a person who has authorised the Iwc of the 
proapectus except in respect an untrue statement, if any purprating to be by 
him as an expert. 


(2) No person shall be liable undo^ sub-section (7), if he proves— 

(a) that, having consented to become a director of the company, he withdrew his 
consent before the issue of the prospectus, and that it was issued without his 
authority or consent; 

(b) that the prospectus was issued without his knowledge or consent, and that on 
becoming aware of its issue, he forthwith gave reasonable public notice that it was 
issued without his knowledge or consent; 

(c) that, after the issue of the prospectus and befme allotment thereunder, he, on 
hccotnibg aware o€ any untrue statement therein, withdrew his consent to the 
prospectus and gave reasonable public notice of the withdrawal miH of the reasons 
therefor, or 

(d) that— 

(0 as regards every untrue statement not purporting to be made on the 
authority of an expert of a public official document or statement, he buH 
reasoiuible ground to believe, and did up to the time the allotment of the 
securities, as the case may be, believe, that the statement was true; and 

(ii) as regards every untrue statement purporting to be a statement by an expert 
or contained In what purports to be a copy of or on extract from a report mr 
valuadcm of an expert, it was a ctnrrect and fair representation of the statement, or 
a correct copy of, or a concct and fair extract fti^, the repmt or valuation; and 
he had reasonable ground to believe, and did up to the titne of the issue of the 
prospectus believe, that the person making the statetnoit was competent to mmltiri 
it and that that person had given the consent required by section 49 to the issue 
of the prospectus and had not withdrawn that consent befcHe delivery of a copy of 
the prospectus for registration or, to the defmdant’s knowledge, before allotment 
thereunder, and 

(ii'O as regards every untrue statement purporting to be a statement made by an 
officiai person or contained in what purports to be a copy of or extract from a 
public official document, it was a correct and fair representation of the statement, 
or a correct copy of or a correct and fair extract from, the document: 

Provided that this sub-section shall not apply in the case of a perstMi liable, by reason 
of his having given consent under section 49, as a person who has authorised the issue 
of the prospectus in respect of an untrue statement, purporting to be made hitn as an 
expert. 


(5) A person who, apart from this sub-section, would, under sub-section (I), be liable 
by reason of his having given a consent required of him under section 49 as a person 
who has auth(»ised the issue of a prospectus in respect of an untrue statonent, 
purporting to be made by him as an expert, shall not be so liable, if he fwoves— 
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(a) that, having given hia oonacnt under section 49 to (be issue of tlw 

he withdrew it in writing befctc deliveiy <rf a copy of the ptoqiectUB for tMisttadon; 
or 

(b) that he was competent to make Ak statement and that be had reasonable 
ground to believe, and did q> to the time of the allotmcot of the securities, believe, 
that the statement was true. 


(4) Where- 

(a) the pfoqMsctus Bpocifica the name of a person as a dbectm of the company, or 
as having agreed to become a director tbereof, and he has not consented to 

a director, or has widatrawn his consent befme the issue of die proapectus, and has 
not authorised or oonsmted to the issue thoeof; or 

(b) the consent of a person is given under section 49 to the issue of the 
pm^iectus and he either has not given that consent has withdtawn it before the 
issue of the prospecttis, 

the directors of tbc ctnnpany excluding those without whose knowledge or the 

prospectus was bsued, and every other petsem who authmised the issue therertf, ■A.ii be 
liable to indemnify flic person tefetted to in clause (a) or clause (b), as the caSc may 
be, against all damages, costs and expenses to which ho may be made liable b/ reason 
of hJs name having been inserted in the proqiecttis or of the inclmkin thmin of a 
statement purpMtlng to be made by him as an expert, as the case may be, or in 
dofendteg himself agoitst any silt or legal proceeding brought against him in respect thereof: 

Provided that a person shall not be deemed f<w the purposes of this sub-aoctiao to 
have autiiorised the issue of a proigioctus by reason only of his having given the 
consent under section 49 to the inclusion therein of a statmnent putporting to be mi yty 
by him as an expert 


(S) Every person who, becomes liable to make any payment by virtue of this section, 
may recover contribution, as in cases of contract, from any otha petBon who, if sued 
separately, would have bc«i liable to make die same payment, unless the former person 
was, and the latto person was not guilty of fraudulent misrepresentation. 


(6) For the purposes of this section,— 

(a) the expression "promoter* means a promoter who waa a party to the 
preparation of the pto^iectus or of the portkai thereof containing the untrue 

but does not include any peraon by reason of his acting in a pcofosional capacity for 
pCTSons engaged in procming the fotmulaticm of the company; and 

(b) the expression "expert" has Che same meaning os in section 49. 


55. (J) Wb^ a prospectus includes any untrue statement wery penen who 
authorised the issue of the prospectus shall be punishable with imprisonment for a tenn 
which may extend to two yeans « with fine which may extmid to «ic lakh rupens 
unless he proves cltiicr that the statement was immatoi^ or that he had reasonable 
ground to believe, and did up to the time of tbc issue of tbc pro^ieclus believe, that the 
statement was true. 
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(2) A petBon aluUl not be deemed for the purposes of this scctimi to have authorised 
the issue of a prospectus by reason only of his having given— 

(a) the consent required by sectimi 49 to the inclusion therein of a statement 
putpevting to be made by him as an expert, or 

(b) the consent requited by sub-section (3) of section 30. 


Document 
containing 
offer of 
securities 
for sale to 
be deemed 
prospectus. 


5^ (7) Whae a company allots or agrees to allot any securities of the company with 
a view to all or any of those securities being offered for sale to the public, any 
document by which the offer for sale to the public is made shall, for all purposes, be 
deemed to be a prospectuses issued by the company; and all enactments and rules of 
law as to the cmitetits of prospectuses and as to liability in respect of statements in and 
omlsaicms from prospechis or otherwise relating to prospectuses nbnll apply with the 
modifleatioos specified in sub-sections (3), (4) and (3), and have effect aocrmfingly, as 
if the securities had been offered to the public for subscription nod as if persons 
accepting the offer in respect of any securities were subscribers for those securities, but 
without trejudice to the liability, if any, of the persons by whom the offer is mndf. Jn 
teepect of mis-statements contained in the document or otherwise in respect thereof. 


(2) For the purposes of this Act, it shall, unless the contrary Is proved, be evidence 
that an allotment of, or an agroenreot to allot, securities was made, with a view to the 
securities being offered for sale to the public if it Is shown— 

(a) that an offer of the securities or of any of them f« sale to the public was 
made within six months after the allotment or agreement to allot; oc 

(A) that at the dale when the offer was made, die whole ccmsldcrotion to be 
received by the company in respect of the securities had i»t been toccived by it. 


(3) Sub-section (i) of section 48 os applied by this section .shall have effect as if it 
required a prospectus to state in addition to the matters requited by that section to be 
stated in a pro^xtetus— 

(a) the net amount of the consideration received or to be received by die company 
in respect of the securities to which the offer relates; and 

(by the {dace and dme at whi^ the emtract under which the said securides have 
been or are to be allotted may be inspected. 


(4) Section 50 as applied by this secdcD shall have effect as if the {loraons making 
the offer woe {letBons named in a ptoqicctus as directexs of a oom{Wiy. 


(3) Where a person making an offer to which this section relates Js a company or a 
firm, it shall be sufficient if the dooumcait referred to In sub-seclkn (I) Is signed on 
behalf of the corrpany or firm by two directors cf die company or by not less tbati 
cme-half of the partners in the firm, as the case may be; and any such diteobx or 
partner may sign through his agent authorised in writing 


-4-B 
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57. (7) For the purposes of the fenegoing provisions of this Part,— 

(a) a statement Included in a prospectus shall be dexuned to be untrue. If the 
statement b misleading in the form and context in which it is included; and 

(h) where the omission from a prospectus of any matter is calculated to mislead, 
the prospectus shall be deemed, in respect of such omisslmi, to be a prospectus in 
which an untrue statement is included. 

(2) For the purposes of sections 54, 55 and 56 and clause (a) of sub-section (7) of 
this section, the expression "included" when used with tcfetcnce to a prospectus, means 
included in the prospectus itself or contained in any report or memorandum appearing 
on the face thereof or by reference incorporated therein or issued therewith. 

58. (7) TVny reference in this Act or in the articles of a company to offering securities 
to the public or to invitations to the public to subscribe for securities shall, subject to 
any provision to the contrary contained in this Act and sul^oct also to the provisions of 
sub-sections (2) and (3), be construed as including a reference to offering them or to 
invitations to subscribe for them, to any section of the public, whether selected as 
membets or holders of other securities of the company concerned or as clients of the 
l>cr8on Issuing the prospectus or in any other manned'. 

(2) A provision in a company’s articles prohibiting invitations to the public to 
subscribe for securities shall not be taken as ptt^biting the malting of an invitation to 
members holders of any other securities of that company. 

(2) Where any question arises as to the offer of any securities by a oonqtany. 
Including the right to restrain any offer or issue it shall be decided by die company. 

(4) The provisions of this Act relating to private companies shall be constnied in 
accordance with the provisions contained in sub-sections (7) and (2). 

59. Notwithstanding anything contained in any other ptovislms of this Act, every 
listed public company making Initial public offer of any security for a sum of rupees 
ten croKs or more shall issue the same only in dematerlaUsed form by complying with 

22 of 1996. the requisite provisions. of the Depositaries Act, 1996 and the regulations made' 
thereunder. 


60l Any person who, whether knowingly or recldeasly making any statement, promise 
or forecast which is hilsc, deceptive or misleading, or by any dishonest concealment of 
material facts, induces or attempts to induce another persem to enter into, or to offer to 
enter into— 

(a) any agreement for, or with a view to, acquiring, disposing of, subscribing for, 
or underwriting securities; or 

(b) any agreement the purpose or pretended purpose of which is to secure a profit 
to any of the parties from the yield of securities, or by reference to fluctuations in the 
value of securities, 

shall be punishable with imprisonment for a term which shall not be less than six 
months but which may extend to five years and also with tine which may extmd to 
fifty Ihotisand rupees. 
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$1. (7) Any person who— 

(a) makes, in a fktltious name or description, an applicatimi to a company for 
acquiring, or subscribing or, any securities thocin, ot 

(b) makes multiple applications to a company in diffetcni names or in different 
combinatioos of his name or his surname for acquiring or subscribing for, any 
securities of such company, or 

(c) otherwise induces a company to allot, or register any transfer of securities 
Ihctcin to him, or any other person in a fictitious name or description, 

shall be punishable with imprisonment fer a tenn which shall not be less Aan six 
months but which may extend to five years and also with fine which may extend to 
fifty diousand rupees. 

(2) The provisions of sub-section (7) shall be prominently reproduced in evoy 
prospectus issued by the company and in every form of application for securities which 
is issued by the company to any person. 

Allotment 

62. (7) No aliotment shall be made of any securities of a company offoed to the 
public for subscription, unless the amount stated in the prospectus as the minhntrm 
amount has been subscribed, and the sum payable on application for the amount so 
stated has been paid to and received by the company, whether in cash or by cheque, or 
other instrument which has been purchased by the applicant 

(2) In the event of any contravention of sub-section (7), every promote, director or 
ot^ person who is knowingly responsible for such contravention, shall be punishable 
with imprisonment for a term which may extend to two years and shall also be liable 
to fine which may extend to ten thousand rupees. 

(5) The amount so stated in the prospectus shall be reckoned exclusively of any 
amount payable otherwise than in money, and is in this Act referred to as "the 
minimum subscription". 

(4) The amoimt payable on application on each share shall not be less than 
twenty-five per cent, of the nominal amount of the share. 

(5) All moneys received ihmi applicants for securities shall be deposited and shall 
continue to be kept deposited in a separate account in a scheduled batik until the entire 
amount payable on applications for securities in respect of the minimum subscription 
has been received by the company, and where such amount has not been receiv^ by 
the company within the period speciried for repayment of amount without interest under 
sub-section (7), all moneys received from applicants for shares shall be returned in 
accordance with the provisions of that sub-section. 

(<5) In the event of any contravention of the provisions of sub-section (J), the 
com^ny, every promoters or officer of the company who is in default, shall be 
punishable with fine which may extend to fifty thousand rupees and if any such moo^ 
is not so re-paid within six months from the expiry of the eighth day also with 
imprisonment for a term which may extend to two years. 

(7) If the minimum subscription is not received on the expiry of such period as may 
be prescribed after the first bsuc of the prospectus, all moneys received from applicants 
for securities shall forthwith be rrqiaid to them without interest; and if any such money 
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is not so repaid within eight days thereafter, the company, every promoter or every 
ofTicer of the company who is in default, shall be Jointly and severally liable to repay 
that money with Interest not less than six per cent, and not more than twoity per cent 
as may be prescribed. 

(8) Any condition purpevting to require or bind any applicant for securitios to waive 
compliance with any requirertrent of this section shall be void. 

(9) Nothing in this section shall apply to a public flnaiKial institution. 

63. (7) An allotment made by a company to an applicant In contraventiem of die 
provisions of section 62 shall be voidable at the Instance of the applicant, within two 
months from the date of such allotment, notwithstanding that the company is in the 
course of being wourul up. 

(2) If any director of a company knowingly contravenes, or wilfully authorises <M' 
permits the contravention of, any of the provisions of section 62 with teq>ect to 
allotment, he shall, without prejudice to his being liable for penalty under that section, 
be liable to compensate the ernnpany and the allottee respectively for any loss, damages 
or costs which the company or the allottee may have sustained or incinicd thereby: 

Provided tiiat proceedings to recover any such loss, damages or costs shall not be 
commenced after the expiration of two years from the date of the aUotmmt. 

64. (7) (a) No allotment shall be made of any securities of a company in pursuance 
of a prospectus issued gctrerally, and no proceedings shall be taken on application made 
hi pursuance of a prospectus so issued, until the beginning of the fifth day after the 
date on which the prospectie is flrat so issued or such later time, if any, as may be 
specified in the prospectus: 

Provided that where, after a prospectus is first Issued generally, a public notice is 
given by some person responsible under section 54 for the prospectus which has the 
effect of excluding, limiting or diminishing his responsibility, no allobnent shall be 
made until the beginning of the fifth day after the day on which such public notice is 
first given. 

(b) Nothing in the foregoing proviso shall be deemed to exclude, limit or d iminish 
any liability that might be incurred in the case referred to therein under the general law 
or imdcr this Act. 

(c) The begirming of the fifth day or such later time as is mentioned in clause (a) cv. 
the beginning of the fifth day as is mentioned in the proviso to that clause, as the case 
may lx, b hereinafter in thb Act referred to as "the time of the opmlng of the 
subscription Ibts". 

(2) In sub-section (7), the reference to the day on which the prospectus b first issued 
gteerally shall be construed as referring to the day on which it b first so issued as a 
newspaper advertisement or in any other manner in accordance with the provbions of 
sub-section (S) of section 48. 

(3) The validity of an allotment shall not be affected by any contravention of the 
fetegoing provbions of thb section; but, in the event of any such contraventkMi, the 
company, and every officer of the company who b in a default, shall be punbhablc 
with fine which may extend to fifty thousa^ mpees. 
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(4) In the application of this section to a prospectus ofTcring securities for sale, sub¬ 
sections (J) to (5) shall have effect with the substitution of references to sale for 
references to allotmoit, and with the substitution of the reference to the company and 
every officer of the company who is in a default of a refotence to any petsen by or 
through whom the offer is made and who is knowingly guilty of, or wilfully authorises 
or permits, the contravention. 

(5) An application for the securities of a company, which is made in pursuance of a 
pro^rcctus issued generally shall be revocable— 

(a) within five days of making an application but not later than the date of closure 

of the public issue, or 

(b) within five days of issue of a public notice having the effect under section S4 

of excluding, limiting or diminishing the responsibility of the person responsible for 

its issue. 

(6) Notwithstanding anything contained in sub-section (5). the promoter or directors 
or relatives, associates or friends, of such promoters or directois as mentioned in the 
prospectus, if they have applied in pursuance of the prospectus, shall not be entitled to 
revoke such applications. 

65. (/) Every company, intending to offer securities to the public for subscription by 
the issue of a prospectus shall, before such issue, make an appiicadmi to a regional 
stock exchange and one or more recognised stock exchanges for permission for such 
securities to be dealt in on the stock exchange or each such stock exchange. 

(2) Where a {aospectus, whether issued generally or not, statels that an application 
under sub-section (f) has been made for permission for the securities offered thereby to 
be dealt in on a regional stock exchange and one ex’ more recognised stock exchanges, 
such prospectus shall state the name of the stock exchange or, as the case may be, each 
such stock exchange, and any allotment made on an application In pursuance of such 
prospectus shall, whenever m^, be void. If the permission has not been granted by the 
regimud stock exchange before the expiry of ten weeks from the date of the closing of 
the subscription lists: 

Provided that where an appeal against the decision of any regional stock exchange 
refusing permission for the securities to be dealt in on that stock exchange has been 
preferred under section 22 of the Securities Contracts (Regulation) Act, 1956, such 42 of 1956. 

allotment s hall not be void until the dismissal of the appeal. 

(5) Where the permission has been granted by a regional stock exchange and one ot 
more recognised stock exchanges and for dealing in any securities, the company shall 
make the allotment of securities within the period specified in the notification by the 
Securities and Exchange Board: 

Provided that notwithstanding anything contained in this section, where the permission 
has been granted by a regional stock exchange for securities to be dealt on such Stock 
Exchange, the company may proceed to make allotment in accordance with the 
provisimis of this section. 

(4) Where permission has not been applied for under sub-section (7) ot, such 
permission having been applied for, has not been granted as aforesaid, the company 
shall forthwith repay without interest all moneys received from applicants in pursuance 
of the prospectus, and, if any such money is not repaid within eight days after the 
company broomes liable to repay it, the company and every director of the company 
who is an officcr^b-default shall, on and from thic expiry of the eighth day, be Jointly 
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and severally liable to repay that money with interest at such rate, not less than six per 
cent, and not more than twenty per cent, as may be prescribed, having regard to the 
length of the period of delay in making the repayment of such money. 

(5) Where permission has been granted by a regional stock exchange and one or mote 
recognised exchanges for dealing in any securities in such stock exchange and the 
moneys received from applicants for securities arc in excess of the aggregate of the 
application moneys rclatbg to the securides in respect of which allotments have been 
made, (he company shall repay the moneys to the extent of such excess forthwith 
without interest, and if such money is not repaid within eight days, from the day the 
wmpany becomes liable to pay it, the company and every director of the company who 
is an officer in default shall, on and from the expiry of the eighth day, be jointly and 
severally liable to repay that money with interest at such rate, not less than six per 
cent, and not more than twenty per cent, as may be prescribed. 

(6) All moneys received as aforesaid shall be kept m a separate bnnlf account 
maintained with a scheduled bank only until the permission has been granted, or where 
an appeal has been preferred against the refiisal to grant such permission, until the 
disposal of the appeal, and the money standing in such separate account shall where the 
permission has not been applied for as aforesaid or has not been granted, be repaid 
within the time and in the manner specified in sub-section (4); and if default is 

in complying with this sub-section, the cranpany, and every officer of the company who 
is in default, shall be punishable with fine which may extend to fifty thnnimnirl rupees 
and where repayment is not made within six months from the expiry of the eighth day, 
also with imprisomnent for a term which may extend to two years. 

(7) if default is made in complying with the provisions of sub-section (J), the 
company and every officer of the company who is in default shall be punishable with 
fine which may extend to fifty thousand rupees, and where repayment is not maHw 
within six months from the expiry of the eighth day, also with imprisonmmt for a tema 
which may extend to two years. 

(3) Moneys standing to the credit of the separate bank account referred to in sub¬ 
section (J) shall not be utilised for any purpose other than the following purposes, 
namely:— 

(a) adjustment against allotment of securities, where the securities have been 

permitted to the dealt in on the regional stock exchange specified in the prospectus; 

or ’ 


(b) repayment of moneys received from applicants in pursuance of the prospectus, 
where securities have not been permitted to be dealt in on the regional stock exchange 
specified in the prospectus, as the case may be, or where the company is for any 
other reason unable to make the allotment of securities; or 

(c) where such moneys have remained unclaimed or unpaid for a period of seven 
yearn, they shall credited to the Investor Protection Fund established under sub¬ 
section (J) of section 414. 

(9) Any condition purporting to requite or bind any applicant fOT securities to waive 
compliance with any of the requirements of this section shall be void. 

(JO) Fot the purposes of this section, it shall be deemed that permission has not been 
granted if the application for permission, where made, has not been disposed of within 
the time specified in sub-section (2). 
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(11) This section shall have effect— 

(a) In relation to any securities agreed to be takm by a person underwriting an 
offer thereof by a prospectus, as if he had applied therefor in pursuance of the 
prospectus; and 

(b) in relation to a prospectus offering securities for sale, with the following 
modificatienB, namely:— 

(0 references to sale shall be substituted for references to allotment; 

(ii) the persons by whom the offer is made, and not the company, shall be liable 
under sub-section to repay money received from applicants, a^ rcfeteoccs to 
die company’s liability under that sub-section shall bo construed accordingly; and 

(h'O fw the reference in sub-section (7) to the company and every officer of 
the emnpany who is in a default, there shall be substituted a reference to any 
person by or through whom the offer is made and who is Imowingly guilty of, or 
wilfully authorises or permits, the default 


(12) No prospectus shall state that application has bcen.made for permission for the 
securities offered thereby to be dealt in on any stock exchange, unless it is a recognised 
stock exchange. 

(IS) In reckoning for the purposes of section 64 and this section, the fifth day, or the 
eighth day, after another day, any intervening day which is a public holiday under the 
Negotiable Instruments Act, 1881, shall be disregarded, and if die fifth, eighth day 26 of 18S1. 
(as so reckoned) is itself such a pubUc holiday, there shall, for the said purposes, be 
substituted the first day thereafter which is not such a holiday. 

Explanation.~-Por the purpose of this secdon, "regional stock exchange" means such 
recognised stock exchange which the Securities and Exchange Board may, notify, in this 
behalf. 

66. (1) Whenever a company having a share capital makes any allotment of its 
securities, it shall, within diirty days thereafter,— 

(a) file with the Registrar, a return of the allotments stating the number and 
nominal amount of the securities comprised in the allotment, the names and addresses 
of the allottees, and the amount, if any, paid or due and payable on each security: 

Provided that the company shall not show in such return any securities as having 
been allotted for cash if cosh has not actually been received in teq>ect of such 
allotment; 

(b) in the case of securities other than bonus shares allotted as fiiUy or partly 
paid-up otherwise than in cash, produce for the inspectiem and examination of the 
Registrar the contract in writing constituting the title of the allottee to the allotment, 
together with any contract of sale, or a contract for services or other considoation in 
respect of which (he allotment was nude, such contracts being duly stamped, and file 
with the Registrar copies of all such contracts verified in the prescribed manner and 
a return stating the number and mmiinal amount of securities so allotted, the ext^t 
to which they ore to be treated as paid-up, and the consideration fm which they have 
been allotted; and 
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(c) file with the RegiahBr— 

(0 in the ease of bonus shales, a feturn stating the number and nominal amount 
of such shares comprised in the allotment, the names and addtessos of the allottees 
and a copy of the resolution authorising the issue of such shates; 

00 in the case of issue of shares at a discount, a copy of the tesoludon passed 
by the company authorising such issue togetbo' with a copy of the order of the 
Tribunal sanctioning the issue. 

(2) Where a contract such as is mentioned in clause (h) of sub-section (7) is not 
reduced to writing, the company shall, within thirty days after the allr> nn e n t, file with 
the Registrar the prescribed particulars of the orntract stamped with the same stamp 
duty as would have been payable if the contract had been reduced to writing; and those 
particulars shall be deemed to be an instrument within the mcaiilng of the TnHinf' Stamp 

2 of 1899, Act, 1899 and the Registrar may, as a condition of filing the pardculats, tequiie that the 
duty payable thereon be adjudicated under section 31 of that Act 

(3) If the Registrar is satisfied that in the circumstances of any particular case, the 
period of thirty days specified in sub-sections (7) and (2) for compliance is or was 
inadequate, he may, on application made in diat behalf by the company, whether bcfctc 
or after the expiry of the said period, extend that period as he thinks fit; and if he does 
so, the provisions of sub-3«^tions (7) and (2) shall have effect in that particular ease as 
if for the said period of thirty days, the extended period allowed by the Regisuar were 
substituted. 

(4) If a default is made in complying with the provisions of this section, evety officer 
of the company who is b a default shall be punishable with fine whldi may extend to 
five hundred rupees for every day during which the default coodnucs: 

Provided that b ease of contravention of the pioviso to clause (a) of sub-section (7), 
evety such officer and every piomotcr of the company who fa guilty of the’ 
contravention shall be punishable with fine which may extend to fifty fKn.i«fltwt rupees. 

(J) Nothbg b this^ section idiall apply to the issue and aHotment by a comptby of 
securities which under the provisions of its articles were forfeited or cancelled fc» non¬ 
payment of calls. 


Commil^ons and discounts 

67. (7) A company Aay pay a commfasitb which shall not exceed sudi percentage as 
may be prescribed, to any person b consideratitm of— 

(a) his subacribbg or agreeing to subscribe, whether absolutely or conditiooally 
for any securities of the company; m ’ 

(h) his procurbg or agreeing to procure subscriptkms, whether absolute or 
conditional, for any securities of the company. 

(2) Save as aforesaid and save as provided b section 71, no company shall allot any 
of its securities or apply any of its moneys, either directly or bdb^ly, b payment of 
any commission, discount or allowance, to any person b consideration specified b sub¬ 
section (7). 

(3) Nothbg b this section affect the power of any emnpany to pay such hroketage 
as it had so far been lawful for a company to pay. 
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(4) A vcaidor to, promoter of, or other person who receives payment in securities, cv 
money from, a company shall have and shall be deemed always to have had power to 
apply any part of the securities, or money so received in payment of any commission 
the payment of which, if made directly by the company, would have bera legal under 
this seetkm. 

(5) For the removal of doubts, it is hereby declared that no commission shall be paid 
under sub-section (1) to any petson on securities which arc not offered to the public for 
subscription: 

Provided that where a person has subscribed or agreed to subscribe under sub-section 
(7) for any securities of the company and before the issue of the proqtectus any other 
petson or persons has or have subscribed for any or all of those sc<niritics and that fact 
together with the aggregate amount of commission payable under this section in respect 
of such subscription is disclosed in such {aospectus then, the company may pay 
commission to the fnst-mcntioncd petson in respect of such subscription. 

((Q If a default la made in complying with the provisions of this section, the 
company, and every officer of the company who is in a default, shall be punishable 
with fine which may extend to five thousand rupees. 

68 . (7) No company limited by shares, and no company limi ted by guarantee and 
having a share capital, shall have power to buy its own shares, unless the consequent 
reduction of capit^ is effected and sanctioned in pursuance of seedems 86 to 90 or of 
section 272. 

(2) No public company shall give, whether directly or indirectly, and whether by 
means of a loan, guarantee, the provision of security or otherwise, any financi^ 
assistance for the purpose of, or in connection witii, a purchase or subscription made or 
to be made by any person of or for any shares or seairities in the company or in its 
holding company: 

Provided that nothing in this sub-section shall be takrai to prc^blt— 

(a) the lending of money by a banking company in the ordinary course of its 
business; or 

(b) the provision by a company, in accordance with any scheme for the time being 
in force, of money for the purchase of, or subscription for, fully paid-up shares in the 
company or its holding company, being a purchase or subscription by trustees of or 
f<^ shares to be held by or for the benefit of employees of the company, including 
any director holding a salaried office or employment in the company; or 

(c) the making by a company of loans, to persons (other than directors ot 
managers) bona fide in the employment of the company with a view to enabling those 
persons to purchase or subscribe for fully paid-up shares In the company or its 
holding company to be held by themselves way of beneficial ownership. 

(3) No loan made to any petson in pursuance of clause (c) of the foregoing proviso 
shall exceed the amount of his salary or wages at that time for a period of six months. 

(4) If a company acts in contravention of sub-sections (7), (2) and (3), the company, 
and every (rfficer of the company who is in a default, shall be punishable with fine 
which may extend to ten thousand rupees. 
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(5) Nothing in this section shall affect the right of a company to redeem any shares 
issued under section 72 or under any emtesponding provision in any previous 
companies law. 

69. (I) Notwithstanding anything contained in this Act, a Company may purchase its 
own shares or other specified securities (hereinafter referred to as "buy-back") from,— 

(0 out of its free reserves; or 

(it) out of the securities premium account; or 

(lit) out of the proceeds of any issue made specifically for buy-back purposes, if— 

(a) such buy-back is authorised by such resolution passed in general meediig of 

the Company; 

(b) the ratio of the debt owned by the company is not more than twice the 

capital and its free reserves after such buy-back. 

Explanation. —For the purposes of this sub-section, "specified securities" includes, 
employees’ stock option or other securities or having such underlying voting rights as 
may be notified by the Central Govermnent from time to time. 

(2) The notice of the meeting at which such resolution is proposed to be pt>.jscd shall 
be accompanied by an explanatory statement stating— 

(a) a frill and complete disclosure of all material facts; 

(b) the necessity for the buy-back; 

(c) the class of security Intended to be purchased under the buy-back; 

(d) the amount to be invested under the buy-back; and 

(e) time limit for completion of buy-back. 

(i) Every buy-back shall be completed within fifteen months from the date of passing 
the resolution imder sub-section (/). 

(4) The buy-back under sub-section (I) may be— 

(a) from the existing security holders on a proportionate basis; or 

(b) from the open market; or 

(c) from odd lots, that is to say, whoe the lot of securidos in a listed public 

company is smaller than such market lot as may be specified by the stock exchange; 

or 


(d) through negotiation or other arrangonent, subject to the condition that no votes 
ate cast in favour of the special rcsoludon referred to in clause (a) of sub-secdon (i) 
by any petson whose securides are proposed to be bought by such negotiadon 
other amngement; or 

(e) by purchasing the securities issued to employees of the company pursuant to a 
scheme of stock option. 
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(5) Where a company has passed a special resolution to buy-back its own shares or 
securities under this section, it shall, before making such purchases, file with the Contial 
Government a declararion of solvency in the form prescribed, verified by an affidavit to 
the effect that the Board has made a full inquiry into the affairs trf the company as a 
result of which it is capable of meeting its liabilities and^will not be rendered insolvent 
within a polod of one year of the date of declaration adc^ted by the Board, and signed 
by at least two directors of the company, one of whom shall be the managing dircctot, 
if any. 

(6) Wbac a company buys-back its own securities. It shall forthwith cancel the 
securities so bought-back. 

(7) Where a company completes a buy-back of Its securities under this »wri»n h 
shall not make fiirthcr issue of securities within a period of twelve memths except by 
way of bonus issue or in the discharge of subsisting obligations such as conversion of 
warrants, stock option schemes or conversion of preference shares or debentures into 
equity shares. 

(8) Where a company buys-back its securities under this section, it shall mninraln a 
register of the securities so bought, the consideration paid for the securities 
bought-back, the date of cancellation of securities and such other particulars as may be 
prescribed. 

(9) A company shall, after the completion of the buy-back under this section, file with 
the Registrar a return containing such particulars relating to the buy-back within sixty 
days of such completion. 

(/O) If a company makes a default in complying with the provisions of this section 
or any rules made thereunder, the company «• any officer of the company who is in a 
default, shall be punishable with impriso^ent for a term which may extend to two 
years or with fine which may which may extend to ten thousand rupees, or>with both. 

ZssMf o/ securities at a premium and discount 

70. (7) Where a company issues securities at a premium, whether for cash or 
otherwise, a sum equal to the aggregate amount or value of the premiums on those 
securities shall be transferred to an account, to be called "the securities premium 
accounf; and the provisions of this Act relating to the reduction of the share capital of 
a company shall, except as provided in this section, apply as if the securities premium 
account were the paid-up share capital of the company. 

(2) The securities premium account may, notwitiistanding anything contained in sub¬ 
section (7), be appli^ by the company— 

(a) in paying up unissued shares of the company to be issued to membos of the 

compai^ as fully paid bonus shares; 

(h) in writing off of the preliminary expenses of the company; 

(c) in writing off of the expenses of, or the commission paid or discoimt allowed 

on, any issue of securities of the company; 

(d) in providing f<x the premium payable on die redemption of any redeemable 

preference shares or of any debentures of the company; or 


(r*) for buy-back of securities under section 69. 
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71. (/) A company ahaU not issue securities at a discount except as provided in this 
section. 

(2) A company may issue at a discount shares in the company of a class already 
issued, if the following conditions are fulfilled, namely:— 

(i) the issue of the securities at a discount is authorised by a resoludon passed by 
(he company in a general meeting; 

(it) the resolution specifies the maximum rate of discount at which the shares ate 
to be issued; 

(/it) not less than one year as at the date of the issue elapsed since the date on 
which the company was entitled to commence business; and 

(iv) the securities to be issued at a discount are issued within two rntmths after the 
date on which the resolution tefetted to in clause (i) above is passed. 

(3) Every prospectus relating to the issue of the securities diall contain partlculan of 
(he discount allowed on the issue of the securities or of so much of that discount as has 
not been written off at the date of the issue of the pmspectus. 

(4) If a default is made in complying with the provisions of this secdon, the company 
and every officer of the company who is in a default, shall be punishable with fine 
which may extend to five thousand rupees. 


Issue and redemption of preference shares 

72. (i) Subject to the provisions of this secdon, a company limited by shares may, if 
so authorised by its articles, issue preference shares which arc, car at the option of the 
company, are to be liable to be redeemed: 

Provided that— 

(a) no such shares shall be redeemed except out of profits of the company which 
would otherwise be available for dividend or out of the proceeds of a fiesh issue of 
shares made for the putposes of the redemption; 

(b) no such shares shall be redeemed unless they are fully paid; 

(c) the premium, if any, payable on redemption shall have been provided for out 
of the profits of the company or out of the company's securities premium account, 
before the shares are redc^cd; 

(d) where any such shares arc redeemed otherwise than out of the proceeds of a 
fresh issue, there shall, out of profits which would otherwise have been available for 
dividend, be transferred to an account, to be called the "capital redemption reserve 
account", a sum equal to the nominal amount of the shares redeemed; and the 
provisions of this Act relating to the reduction of the share capital of a company 
shall, except as provided in this section, apply as If the c(q>ital redemption reserve 
account were the paid-up share capital of t^ company. 

(2) Subject to the provbiotis of this section, the redemption cf preference shares 
thcreunder tnay be effected on such terms and in such manner as may be provided by 
the articles of the company. 
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(3) The redempdon of preference shares under this section by a company shall not be 
taken as reducing the amount of its capital. 

(4) Whoe in ptintuance of this secdon, a company has redeemed or is about to 
redeem any preference shares, it shall have power to issue shares up to the nominal 
amount of the shares redeemed or to be redeemed as if those shares had nevet been 
Issued; and accordingly the share capital of the company shall not, for the purpose of 
calculating the fees payable under section 409, be deemed to bo increased by the issue 
of shares in pursuance of this sub-section. 

(5) The capital redemption reserve accoimt may, notwithstanding anything contained 
in this srodon, be applied by the company, in paying up unissued shmes of the 
company to be issued to members of the company as hilly paid Ixmus shares. 

(6) Notwithstanding anything contained in this Act, no company limited by shares 
shall, issue any preferenoe share which Is irredeemable or is redeemable after the expiry 
of a period of twenty years from the date of its issue. 

(7) If a company fails to comply with the laovisions of this secdon, the company, 
and every officer of the company who is in a default, shall be punishable with fine 
which may extend to ten thousand rupees. 

73. (7) Notwithstanding anything contained in the terms of issue of any preference 
shares, every prefenatce share issued before the commencement of Companies 
(Amendment) Act, 1996 and which is not redeemable before the expiry of ten years 5 of 1997. 
from the date of issue thereon in accordance with the terms of its issue and which had 
not been redeemed before such commencement, shall be redeemed by the company on 
the date on which such share is due fw redemption on or before the 14th day of June, 

1998, whichever is earlier: 

Provided that where a company is not in a posidon to redeem any such share within 
the period aforesaid and to pay the dividend, if any, due thereon (such shares being 
hereinafter referred to as unredeemed preference shares), it may, with the consent of the 
Tribunal, on a pedrion made by it in this behalf and notwithstanding anything contained 
in this Act, issue frirther redeemable preference shares equal to the amounts due 
(including the dividend thereon), in respect of the unredeemed preference shares, and on 
the issue of such further redeemable preference shares, the unredeemed shares shall be 
deemed to have been redeemed. 

(2) Nothing contained in section 93 or any scheme referred to in sections 263 to 268, 
or in any scheme made under section 270, shall be demned to confer power on any 
class of shareholders by resoluticm or on any Court or the Central Government to vary 
or modify the provisions of this section. 

(3) If a defarrlt is made in complyiitg with tire provisions of this section,— 

(a) the company making such a default shall be punishable with tine which may 
extend to one thousand rupees for every day during which such a default continues; 
and 

(b) every officer of the company who is in a default shall be punishable with 
imprisonment for a term which may extend to three years and shall also be liaMc to 
tine. 
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Further issue of capital 

74. (/) Whew at any time after the expiry of two years from the framadon of a 
public compatij', it is proposed to increase the subscribed capital of the conqmny by 
allotment of further shares, then,— 

(«) such further shares shall be offered to the persons who, at the date of the offer, 
arc holders of the equity shares of the company, in proportion, as nearly as 
circumstances admit, to the capital paid-up on those shares at that date; 

(h) the offer aforesaid shall be made by notice containing such particulars as may 
be prescribed, and specifying the number of shares offered and limiting a time, not 
being less than fifteen days from the date of the offer within which the offer, if not 
accepted, shall be deemed to have been declined and such notice shall contain other 
particulars as may be prescribed; 

(c) unless the articles of the company otherwise jwovide, the offer aforesaid wtiall 
be deemed to include a right exercisable by the person concerned to renounce the 
shares offered to him or any of them in favour of any other petsot); and the notice 
referred to in clause {b) shall contain a statement of this right; 

after the expiiy of the time specified in the notice aforesaid, or on receipt of 
cariicr intimation from the person to whom such notice is given t^t he declines to 
accept the shares offered, the Board may dispose of them in such matmer as they 
think most beneficial to the company. 

Explanation.—In this sub-section, "equity share capital" and "equity shares" have the 
same meaning as in section 77. 

(2) Where further shares are offered to the members under sub-section (!) or to any 
other person at a premium, the amount of such premium shall be approved by special 
resolution passed by the company. 

(5) Notwithstanding anything contained in sub-section (/), further shares may be 
offered to any persons whether or not those pereons Include the persons referred to in 
clause (a) of subsection (7) in any matter whatsoever— 

(0 if a special resolution to that effect, and approving the premium, if ar^y, is 
pas.sed by the company in general meeting, or 

(fV) if no such special resolution is passed, but the votes cast in favour of the 
proposal contained in the resolution moved in that general meeting (including the 
casting vote, if any, of the chairman), exceed the votes, if any, cast a gntnar the 
proposal by, members who, being entitled so to do, vote in person, or wh«c proxies 
are allowed, by proxy and the Tribunal is satisfied, on an application made by the 
company in this behalf, that the proposal is beneficial to the company: 

Provided that no vote shall be caste by any person in favour of the special resolution 
referred to in clause (i) when shares arc proposed to be offered to such person. 

(4) Nothing in clause (c) of subsection (7) shall be deemed— 

(а) to extend the time within which the offer should be acc^ted, or 

(б) to authorise any person to exercise the right of renunciation for a second time, 
on the ground that the person in whose favour the renunciation was first made has 
declined to take the shares comprised in the renunciation. 
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(5) Notwithstanding anything contained in the foregoing provisions of this section, a 
company may, a^any time, increase its subscribed capital by giving an option to its 
employees, offlcets or working dircctMs to purchase its securities (hereinafter referred 
to as "employees’ stock option"), puisuant to a scheme of option framed by the 
company in accordance with the provisions of this section. 

(6) A company shall be entitled to make an issue of its securities to the persons 
referred to in sub-section (5) under the scheme of employees' stock option at prevailing 
market price or price specified in the offer. 

Provided that where the value of securities under employees’ stock in such value 
option scheme has actual purchase at a futitre date, the difference in such value shall 
not be payaUe the persons referred to in sub-section (5), increase in the valuatc of 
securities at the time of such purchase. 

(7) Every employees’ stock option shall be made,— 

(a) after the condition specified in clauses (i) and (ii) of sub-section (3) arc 
satisfied; 

(b) in such a manner that the amount of issue of shares imder the empleyecs’ stock 
option and the share docs not exceed more than five per oent. of the amount of total 
capital after such issue; 

(c) in the case of listed public companies, in accordance with such conditions as 
may be proscribed; 

(d) in the case of other companies, in accordance with such condititms which may 
be spocifkftdvin the regulations made under the Securities and Exchange Board of India 

Act, 1992. 15 of 1992. 

(8) Nothing in this section shall apply to increase of the subscribed capital when— 

(a) such increase is by emverskm of debentures or loans into share; 

(b) subscription of share in the company is under a scheme of employees’ stock 
option. 


Share Capital, debentures and deposits 
Nature, numbering and certificate of shares 

75. (7) The shares, debentures or other interest of any member, in a company shall 
be movable property, transferable in the manner provided by the articles of the 
company. 

(2) Every holder of shares in, or holder of debentures of, a company may, at any 
time nominate, in the prescribed manner, a person to whom his shares in, or debentures 
of, the company shall vest in the event of his death. 

(3) Where the shares in, or debentures of, a company are held by more than one 
person jointly, the joint holders may together nominate, in the prescribed manner, a 
person to whom all the rights in the shares or debentures of the company shall vest in 
the event of death of all the joint holders. 
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{4) Notwithstanding anything contained in any other law for the time being in force 
or in any disposition, whether testamentary or otherwise, in respect of such abates b or 
dcbennircs of the company, where a nomination made b the prescribed tnnnu fr purpmts 
to confer on any person the right to vest the shates in or debentuies of the company, 
the nominee shall, on the death of the shareholder ot holder of debontutes of the 
company or, as the case may be, on the death of the jobt holdets become mtitled to 
all the rights b the shares or debentures of the company or, as the case may be, all the 
joint holders, m relation to such shares in, or debentures of the company to the 
exclusion of all other persons, unless the nomination is varied or cancelled b the 
prescribed manner. 

(5) Where the nominee is a mbor. it shall be lawful for the holder of the shares b 
6r holder of debenbres, makbg the nomination to appomt m the prescribed manner any 
person to become entitled to shares b or debenbres of the company, b the evoit of his 
death, durbg the mbotity. 

(6) Each share b a company havbg a share capital shall be distbgulshcd by its 
appropriate number. 

Provided that nothbg b this sub-section shall apply to the shares held with a 
depository. 

(7) If a company falls to comply with any of the provisions of this section, it »Anll 
be punishable with fine which may extend to ten thousand rupees and every officer of 
the company who is b a default shall be punishable wib imprisonment for a term 
which may extend to two years, or with fine which may extend to fifty thousand 
rupees, or with both. 

7d. (7) A certificate under the common seal of the company, spccifybg any shares 
hcM by any number, shall be prima facie evidence of the title of the member to such 
shares. 

(2) A certificate may be renewed or a duplicate of a coliflcate may be issued, if the 
certificate- 

fa) is proved to have been lost or destroyed, or 

(h) havbg been defaced or mutilated or tom, b surrendered to the company. 

(5) If a company with bt«it to deftaud renews a certificate or issues a duplicate 
diereof. It shall be punishable with fine wbch may extend to one lakh rupees and every 
officer of the company who b b a default shall be punishable with imprisonment for 
a temn which may extend to two years, or with fine which may extend to fifty thou^d 
nqiees, or with both, 

i4) Notwithstanding anybing contbned b the articles of a company, the time and 
manner of issue or renewal of a certificate of issue of a diq>licate th^eof, be form of 
a certificate (original or renewed) or of a duplicate beieof, be particulars to be entered 
b be register of members or b the regbter of renewed or duplicate cotificates, be 
form of such regbtets, be fee on payment of wbch, the terms and wmHlrinti. jf any 
(bcludbg terms and conditions as to evidence and indcmmty and the payment of out- 
of-pocket expenses incurred by a company b investigatbg evidence) on which a 
certificate may be renewed or a duplicate tbereb' may be issued, shall be such as may 
be prescribed. 

(5) The provbions of thb section shall apply to derivatives, options and shares wib 
differentbl votbg rights. 
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Kinds of share capital 

77. (/) "Preference share capital" means, with reference to any company limited by 
shares, that part of the share capital of the company which fulfils bo& the following 
tequirements, namely:— 

(a) that as respects dividends, it carries, at will carry, a prefenmtial right to be 
paid a fixed amount or an amount calculated at a fixed rate, which may be either fiee 
of, or subject to, income-tax; and 

(h) that as rc^>cctB capital, it carries or will catty, on a winding up or lepaymcnt^ 
of capital, a preferential right to be repaid the amount of the capital paid-up or 
deemed to liave been paid-up, whether or not there is a prefetential right to the 
payment of either or both of thcafollowing amounts, namely:— 

(0 any money remaining unpaid, in respect of the amounts specified in clause 
(a), up to the date of the winding up or repayment of capital; and 

(ii) any flxed premium or premium on any fixed scale, specified in the 
memorandum or articles of the company. 

Explanation. —Capital shall be deemed to be preference capital, notwithstanding that 
it is entitled to either or both of die following rights, namely:— 

(i) that, as respects dividends, in addition to the preferential right to the amount 
specified in clause (a), it has a right to participate, whether fully or to a limited 
extend, with capital not entitled to the preferential right aforesaid; 

(ii) that, as respects capital, in addition to the pieferratifl right to the repayment, 
on a winding up, of the amounts specified in clause (b), it ,y.s a ripht to participate, 
whether fully or to a limited extent, with capital not entitled to that picfcicntial right 
in any sutplus which may remain after the entire capital has been repaid 

(2) "Equity share capital" means, with reference to any such contpany, all share 
capital which is not pr^erence share capital. 

(5) The exptessloo "preference share" and "equity share" shall be construed 
accordingly. 

78. The share capital of a company limited by shares shall be of two kinds only, 
namely:— 

(a) equity share capital— 

(i) with voting rights; or 

(ii) with differential rights as to dividend, voting or otherwise in accodance with 
such rules and subject to such condirions as may be prescribed; 

(b) preference share capital. 

79. (i) Subject to the provisions of die proviso to sub-section (2) of secdon 81— 

(a) every member of a company limited by shares and holding any equity share 
capital thciein shall have a right to vote, in respect of such capital, on every 
resolution placed before the company; and 
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(b) his voting right on a poll shall be as stated in the articles. 

(2) (a) Subject as aforesaid and save as provided in clause (b) of this sub-secUon, 
every member of a company limited by shares and holding any preference share capital 
therein shall, in respect of such capital, have a right to vote only on tcsolutirms placed 
before the company which directly affect the rights attached to his preference shares. 

Explanation .—Any resolution for winding up the company or for the repayment or 
reduction of its share capital shall be deemed directly to affect the rights attached to 
preference shares within the meaning of this clause. 

{h) Subject as aforesaid, every member of a company limited by shares and holding 
any preference share capital therein shall, in respect of stjch capital, be entitled to vote 
on every resolution placed before the company at any meeting, if the dividend due on 
such capital or any part of such dividend has remained unpaid— 

(i) in the case of cumulative preference shares, in respect of an aggregate period 
of not less than two years preceding the date of commencement of the meeting; and 

(it) in the case of non-cumulative preference shares, either in respect of a period 
of not less than two years ending with the expiry of the financial year immediately 
preceding the commencement of the meeting or in respect of an aggregate period of 
not less than three years comprised in the six years ending with the expiry of the 
financial year aforesaid. 

Explanation .—For the purposes of this clause, dividend shall be deemed to be due on 
preference shares in respect of any period, whether a dividend has been declared by the 
company on such shares for such period ot not,— 

(a) on the last day specified for the payment of such dividend fw such period, in 
the articles or other instrument executed by the company in that behalf; or 

(b) in ease no day i^ so specified, dn the day immediately following such period; 

(c) where the holder of any preference share has a right to vote on any resolution 
in accordance with the provisions of this sub-section, bis voting right on a poll, as the 
holder of such share, shall, subject to the proviso to sub-section (2) of section 81, be 
in the same proportion as the capital paid-up in respect of the preference share bears 
to the total paid-up equity capital of the company. 

80. Nothing in sections 77 to 79 shall apply to a private company unless it is a 
subsidiary of a public company. 

Miscellaneous provisions as to share capital 

81. (7) Where any calls for further share capital are made on shares, such calls shall 
be made on a uniform basis on all shares falling under the same class. 

Explanation.—For the purposes of this section, shares of the same nominal value on 
which different amounts have been paid-up shall not be deemed to fall under the same 
class. 


Saving. 
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(2) A company may, if so authorised by its articles, accept from any member the 
whole or a part of the amount remaining unpaid on any shares held by him, although 
no part of t^ amount has been called-iq): 
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Provided that no such member shall be entitled, where the company is tme limited by 
shares, to any voting rights in respect of the moneys so paid by hitn until the same 
would, but for such payment, become presently payable. 

(S) A company may, if so authorised by its articles, pay dividends in prcqxjition to 
the amount paid-up on each share when a larger amount is paid-up in some shares 
others. 

82. (i) A limited company having a share capital, may, if so authorised by its 
articles, alter the conditions of its memorandum as follows, that is to say, it may— 
to 

(a) increase its authorised share capital by such amount as it thinks expedient by 
creating new shares; 

(b) consolidate and divide all or any of its share capital into shares of larger 
amount than its existing shares; 

(c) sub-divide its shares, or any of them, into shares of smaller amount than is 
fixed by tbe memorandum, so, however, that in the sub-division the proportion 
between the amount paid and the amount, if any, unpaid on each reduced share shall 
be the same as it was in the case of the share from which the reduced share is 
derived; or 

(d) cancel shares which, at the date of the passing of the resolution in that behalf, 
have not been taken or agreed to be taken by any person, and diminish the amount 
of its share capital by the amomit of tbe shares so cancelled. 

(2) The powers conferred by this section shall be exercised by the company by 
ordinary resolution passed in a general meeting and shiJl not be required to be 
confirmed by the Court. 

(3) A cancellation of shares in pursuance of this scctiwi shall not be deemed to be a 
reduction of share capital within the meaning of this Act 

(4) If a comply having a share capital ha.s— 

(a) consolidated and divided its share capital into shares of larger amount than its 
existing shares; 

(b) sub-divided its shares or any of them; 

(c) redeemed any redeemable preference shares; or 

(d) cancelled any shares, otherwise than in connection with a reduction of share 
capital under sections 86 to 90, 

the company shall within thirty days after doing so, give notice thereof to the Registrar 
specifying, as the case may be, the shares consolidated, divided, sub-divided, redeemed 
or cancelled. 

(J) The Registrar shall thereupon record the notice, and make any alterations which 
may be necessary In the company's memorandum cv articles or both. 

(<5) If a default is made in complying with the provisions of sub-section (4), the 
company, and every officer of the company who is in a default, shall be punishable 
with fine which may extend to five hundred rupees for every ^y during which the 
default continues. 
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83. (7) Where a company having a share capital has increased its capital bcyood 
authorised capital and where a company, not being a company limited fay shatcs, has 
increased the number of its membera beyond the registered number, it shall file with the 
Registrar, notice of the increase of capital or of members within thirty days after the 
passing of the resolution authorising the increase; and the Registrar shall record the 
increase and also make any alterations which may be necessary in the company’s 
memorandum or articles or both. 

(2) The notice to be giv<m as aforesaid shall include particulars of the classes of 
shares affected and the conditions, if any, subject to which new shares have been or are 
to be issued. 

(5) If default is made in complying with this section, the company, and every officer 
of the company who is in a default, shall be punishable with fine which may extend to 
five hundred rupees for every day during which the default continues. 

84. An unlimited company having a share capital may, by its resolution for 
registration as a limited company in pursuance of this Act, do either or bodr of the 
following things, namely:— 

(u) increase the nominal amount of its share. capital by itteteasing the nominal 
amount of each of its shares, but subject to the condition that no part of the increased 
capital shall be capable of being called up except in the event and for the purposes 
of the company being wound-up; 

(h) provide that a specified portion of its uncalled share capital, shall .not be 
capable of being called up except in the event and for the purposes of the company 
being wound up. 

85. A limited company may, by a special resolution, determine that any portion of its 
share capital which has not been already called-up shall not be capable of being called- 
up, except in the event and for the purposes of the company being wound up, and 
thereupon that portion of its share capital shall not be capable of being called-up excq;>t 
in that event and for those purposes. 

Reduction of share capital 

86. (7) Subject to confirmation by the Tribunal, a company limited by shares ot a 
company limited by guarantee and having a share capital, may, if so authorised by its 
articles, by a special resolution, reduce its share capital in any way; and in particular 
and without prejudice to the generality of the foregoing power, nwy— 

(a) extinguish or reduce the liability on any of its shares in respect of share capital 
not paid-up; 

(b) either with or without extinguishing or reducing liability on any of its shares, 
cancel any paid-up share capital which is lost, or is unrepresented by available assets; 
or 
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(c) cither with or without extinguishing or reducing liability on any of its shares, 
pay off any paid-up share capital which is itt excess of the wants of the crunpany, 

and may, if and so far as is necessary, alter its memorandum by reducing die amount 
of its share capital and of its shares accordingly. 
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(2) A special resolution under this section is in this Act referred to as "a resolution 
for reducing share capital". 

87. (/) Where a company has passed a resolution for reducing share capital, it may 
apply, by petition, to the Tribunal for an order confirming the r^uction. 

(2) Where the proposed reduction of share capital involves either the diminution of 
liability in respect of unpaid share capital or the payment to any shareholder of any 
paid-up share capital, and in any other ease if the Tribunal so directs, the following 
provisions shall have effect, subject to the provisions of sub-section (3 )— 

(a) every creditor of the company who at the date fixed by the Tribunal is entitled 
to any debt or claim which, if that date were the commencement of the winding up 
of the company, would be admissible in proof against the company, shall be entitled 
to object to the reduction; 

(b) the Tribunal shall settle a ILst of creditors .so entitled to object, and for that 
purpose shall ascertain, as far as possible without requiring an application from any 
creditor, the names of those creditors and the namre and amount of their debts or 
claims, and may publish notices fixing a day or days within which the creditors not 
entered cmi the list arc to claim to be so entered or arc to be excluded from the right 
of objecting to the reduction; 

(c) where a creditor entered on the list whose debt or claim is not discharged or 
has not determined docs not consent to the reduction, the Tribunal may, if it thinks 
fit, dispense with the consent of that creditor, on the company securing payment of 
his debt or claim by appropriating, as the Tribunal may direct, the following amount, 
namely;— 

(t) if the company admits the full amount of the debt or claim, or, though not 
admitting it, is willing to provide for it, then, the full amount of the debt or claim; 

(it) if the company docs not admit and is not willing to provide for the full 
amount of the debt or claim, or if the amount is contingent or not ascertained, 
then, an amount fixed by the Tribunal after the like inquiry and adjudication as if 
the company were being wound-up by the Court. 

(d) Where a proposed reduction of share capital involves either the diminution of any 
liability in respect of unpaid share capital or the payment to any shareholder of any 
paid-up share capital, the Tribunal may, if, having regard to any special circumstances 
of the case, it thinks proper so to do, direct that the provisions of sub-section (2) shall 
not apply as regards any class or classes of creditors. 

88. (7) The Tribunal, if satisfied with respect to every creditor of the company who 
under section 87 is entitled to object to the reduction, that either his consent to the 
reduction has been obtained or his debt or claim has been discharged, or has 
determined, or has been secured, may make an order confirm mg the reduction on such 
terms and conditions as it thinks fit. 

(2) Where the Tribunal makes any such order, it may— 

(a) if for any special reason it thinks proper so to do, make an order directing that 
the company shall, during such peritxl commencing on, or at any time after, the date 
of the order, as is specified in the order, add to its name as the last words thereof the 
words "and reduced"; and 
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(b) make an (vdcr requiring the company to publish as the Tribunal directs the 
reasons for reduction or such other information in regard thereto as the Tribunal may 
think expedient with a view to giving proper information to the public, and, if tla: 
Tribunal thinks fit, the causes which led to the reduction. 

(3) Where a company is mdered to add to its name the words "and reduced", those 
words shall, until the expiration of the period specified in the order, be deemed to be' 
part of the name of the company. 

89. (1) The Registrar— 

(u) on production to him of an order of the Tribunal confirming the reduction of 
the share capital of a company; and 

(h) on the delivery to him of a certified copy of the order and of a minute 
approved by the Tribunal showing, with respect to the share coital of the company 
as altered by the order— 

(i) the amount of the share capital, 

(ii) the number of shares into which it is to be divided, 

(iii) the amount of each share, and 

(tv) the amount, if any, at the date of the registration deemed to be paid-up on 
each share, 

shall register the order and minute. 

(2) On the registration of the order and minute, and not before the resolution for 
reducing share capital as confirmed by the cader shall take effect. 

(3) Notice of the registration shall be published in such manner as the Tribunal may 
direct 

(4) The Registrar shall certify under his hand the registration of the order and minute, 
and his certificate shall be conclusive evidence that all the requirements of this Act with 
respect to reduction of share capital have been complied with, and that the share capital 
of the company is such as is stated in the min ute. 

(J) The minute when registered shall be deemed to be substituted for the 
corresponding part of the memorandum of the company, and shall be valid and alterable 
as if it had been originally contained therein. 

((5) The substitution of any such minute as aforesaid for part of the memorandum of 
the company, shall be deemed to be an alteration of the memorandum within the 
meaning and for the purposes of sub-sections (4) and (5) of section 19. 

90. (7) A member of the company, past c* present, shall not be liable, in respect of 
any share, to any call ex' contribution exceeding in amount the difference, If any, 
between the amount paid on the share, or reduced amount, if any, which is to ^ 
deemed to have been paid thereon, as the case may be, and the amount of the share as 
fixed by the minute of reduction: 

Provided that, if any creditor entitled in respect of any debt or claim to object to the 
reduction of share capital is, by reason of this ignorance of the {xoccedings for 
reduction or of their nature and effect with respect to his debt or claim, not entered on 
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the list of creditots, and after the reduction die company Is unable, within the meaning 
of section 290, to pay the amount of his debt or claim, then— 

(a) every person who was a member of the company at the date of (he reglsHation 
of die order for teduedon and minute, s hall be liable to contribute for the payment of 
that debt or claim an amount not exceeding the amount which he would have been 
liable to contribute if the company had commenced to be wound-up on the day 
Immediately before the said date; and 

(h) if the company la wound-up, the Court, on the application of any such creditor 
and fwoof of his ignorance as aforesaid, may, if it thinks fit, settle accordingly a list 
of persons so liable to contribute, and make and enforce calls and Mdem on the 
contributories setded on the list, as if they were ordinary contributories in a winding- 
up. 

(2) Nothing in this section shall affect the rights of the contributories among 
themselves. 

91. If any officer of the company— 

(a) knowingly conceals the name of any creditor endded to object to the reduction; 

(b) knowingly misrepresents the nature or amount of the debt or claim of any 
creator, or 

(c) abets or is privy to any such concealment or misrepresentadon as aforesaid; 

he shall be punishable with imprisonment fw a term which may extend to one year, or 
with fine, or with both. 


Variation of shareholders’ rights 

92. Where the share capital of a company is divided into, dlff^erent classes of shares, 
the rights attached to the shares of any cla^ may be Varied with the consent in writing 
of the holders of not less than three-fouttbs of the issued shares of that class or with 
the sanedon of a special tesoludon passed at a separate meeting of the holders of the 
issued shares of that class— 

(a) if provision with respect to such variadon is contained in the memorandum or 
articles of the company, or 

(b) in the absence of any such provision in die monotandum or articles, if such 
variadon is not prohibited by the terms of issue of the shares of that class. 

93. (7) If, in pursuance of any provision such as is referred to in section 92, the 
rights attached to any such class of shares arc at any time varied, the holders of not 
less in the aggregate than ten per cent, of the issued shares of that class, being persons 
who, did not consent to or vote in favour of the resolution for the variation, may apply 
to the Tribunal to have the variation cancelled, and where any such application is made, 
the variation shall not have effect unless and until it is confirmed by the Tribunal. 

(2) An application under this section shall be made within twenty-one days after the 
date on which the consent was given or the resolution was passed, as the case may be, 
aitd may be made on b^lf of the shaicboldets entitled to make the application such 
one or more of their number as they may appoint in writing for the purpose. 
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(i) On any smjh.application, tbc Tribunal, after hearing the applicant and any other 
persons who apply to the Tribunal to be heard and appear to the Tribunal to be 
interested in the application, may, if it is satisfied, having regard to all the 
circumstances of the ease, that the varlatioo would unfairly prejudice the shareholders 
of the class represented by the applicant, disallow the variation; and shall, if not so 
tatisHed, confirm die variation. 

(4) The decision of the Tribunal on any such application s hall be final. 

(5) The company shall, within thirty days after the service on tbc company ot any 
order made on any such application,, forward a copy of the orda to tne Registrar, and 
if a default is made in complying with this provision, the company, and every officer 
of the company who is in a default, shall be punishable with fine which may extend to 
five thousand rupees. 


Tran^r of securities 

94. (/) A company shall not register a transfer of shares in, or debentures of, the 
company, unless a proper instmment of transfer duly stamped, dated and executed by 
or on behalf of die transferor and by or on behalf of the transferee and specifying dm 
name, address and occupation, if any, of the transferee, has been delivered to the 
company within six months excluding the period of book closure) fiom the date of 
execution, along with the certificate relating to the shares or debentures, or if no such 
certificate is in existence, along with the letter of allotment of the shares or deboitures 
within six months (excluding the period of book closure) from the date of execution: 

Provided that where, on an application in writing made to the cmnpany by the 
transferee and bearing the stamp required for an instrument of transfer, it is proved to 
tltc satisfaction of the Board that the instrument of transfer signed by or on behalf of 
the transferor and by or on behalf of the transferee along with or without the certificate 
relating to the shares or debentures, or if no such certificate is in existence, along with 
the letter of allotment of the shares or debenttues has been lost, the company may 
register the transfer on such terms as to indemnity as the Board may think fit: 

Provided further that nothing in this section shall prejudice any power of the company 
to register as shareholder or debenture holder any person to whom the right to any 
shares in, or debentures of, the company has been transmitted by operation of law but 
no such transmission shall be refused to be registered except on the ground that it will 
result in contravention of the provisions contained in sub-clause (h) of clause (Hi) of 
sub-section (7) of section 3. 

(2) In the ease of a company having no share capital, sub-section (J) shall ^>ply as 
if the references therein to shares were references to the interest of the member' in the 
company. 

(5) Nothing contained in this section shall apply to transfer of security effected by 
the transferor and the transferee both of whom are entered as beneficial owners in the 
records of a depository. 

95. A transfer of the share or other interest in a company of a deceased m<mibcr 
thereof made by his legal representative shall, although the legal representative is not 
himself a member, be as valid as if he had been a member at the time of the execution 
of the instrument of transfer. 
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96. (J) An application for the registration of the transfer of the shares or other interest 
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(2) Where the application is made by the transfcitv and relates to partly paid shares, 
the transfer shall not be registemd, unless the company gives notice of the application 
to the transferee and the transferee makes no objection to the transfer within two weeks 
irom the receipt of the notice. 


(J) For the purposes of sub-section (2), notice to the transferee shall be deemed to 
have be«i duly given if it is despatched by prepaid registered post to the transferee at 
the address given in the Instrument of tranter, and shall he deemed to have been duly 
delivered at the time at which it would have been delivered in the ordinary course m 
post 
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97. (J) A private company shall not approve the transfer of any shares unless it is 
approved by all the shareholders at its meeting. 

(2) If a private company refuses, whether in pursuance of any power of the company 
under its articles or otherwise, to register the transfer of, or the transmission by 
operation of law of the tight to, any shares or interest of a member in, or debentures 
of, the company, it shall, within two memths from the date on which the instrument of 
transfer, or the intimation of such transtpissiem, as the case may be, was delivered to 
the company, send notice of the refusal to the transferee and the transferor or to the 
person giving intimation of such transmission, as the case may be, giving reasons for 
such refusal. 


(3) The transferee' or transferee, or the person who gave intimation of the transmission 
by operadon of law, as the case may be, may appeal to the Tribunal against any refusal 
of the company to register the transfer or transmission, or again^ any failure on its 
part within the period referred to in sub-section (2), either to register the transfer or 
transmission or to send notice of its refusal to register the same. 

(d) An appeal imder sub-sectlcn (3) shall be made within two months of the receipt 
of the notice of such refusal or, where no notice has been sent by the company, within 
four months frmn the date on which the instrument of transfer, or the intirwtion of 
transmission, as the case may be, was delivered to the company. 

(J) If- 

(a) the name of any person— 

(i) is without sufficient cause, entered in the register of members of a company, 
or 


(ii) after having been entered in the register, is without sufficient cause, omitted 
therefrom; or 

(b) default is made, or unnecessary delay takes place, in entering in the register the 
fact of any person having become, or ceased to be, a member Including a refusal 
under sub-section (2), 

the person aggrieved, or any member of the company, or the company, may apply to 
the Tribunal for rectification of the register. 

(6) The Tribunal, while dealing with an appeal preferred under sub-section (5) or an 
application made under sub-section (5) may, ^ter hearing the parties, either dismiss the 
appeal or reject the application, or by order— 
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(a) direct that the transfer or transmission shall be registered by the comptany and 
the company shall comply with such order within ten days of the receipt of Ac order, 
or 


(b) direct rectification of the register and also direct the company to pay damages, 
if any, sustained by any party aggrieved. 

(7) The Tribunal, while acting under sub-section (6), may, at its discretion, make,— 

(a) such intmm ordets, including any ordets as to, injunedon or stay, as it may 
deem fit and just; 

(b) such orders as to costs as it Ainks fit; and 

(c) mcidental or consequential orders regarding payment of dividend or Ac 
allotment of bonus or rights shares. 

(S) On any application under this section, Ac llibunal— 

(a) may decide any quesdon relatAg to the title of any person who is a party to 
Ac applicadon to have bis name entered in, or omitted from, Ac register, 

(b) generally, may decide any quesdon which it is necessary or expedient to decide 
A connection wiA Ac applicadon for rccdflcation. 

(9) The provisions of sub-secdons (5) to (d) shall apply m rcladon to Ac rccdflcation 
of Ae register of debenture holders as Acy apply A relation to Ac recdficatioD of the 
register of members. 

(JO) If a default is made in givAg effect to Ac orders of Ac Tribunal under this 
secdon, the company and every officer of the company who b A a default shall be 
punbhablc wiA fine wAch may extend to ten Aousand rupees, and wiA a fiirAer fme 
wAch may extend to one thousand rupees for every day after the first day after which 
Ac default condnucs. 

(JJ) Every appeal or application to Ac Tribunal under sub-section (J) or sub-scotkm 
(3) shall be made by a peddon A writAg and shall be accompanied by such fee as may 
be fxescribed. 

(72) A Ae case of a private conquny which b not a subsidiaiy of a public company, 
where the right to any shares or Aterests of a member in, or debentures of, ite 
company b transiAtted by a sale Aoteof bcA by a Court or oAcr pubUc authority, the 
provbions of sub-secdons (5) to (8) shall apply as if Ac company were a p^lic 
company: 

Provided that Ac Tributud may, A lieu of an order under sub-sccdon (6), pass an 
order diroedng Ae ccmqxany to regbter the transmbsAu of Ae~ right unless any member 
or members of Ae company spcciftcd A the order acquire Ac right aftnesaid wi thin 
such time as may be allowed for Ae purpose by Ae order, on payment to the purebaser 
of Ac price paid by him therefor or such oAer sum as Ac Tribunal may detcrmAc to 
be a reasonable compensation for the right A all Ae circumstances of the case. 

(J3) If dcfaAt b made A complyAg wiA any of the provbions of thb uncrinn, oAcr 
than sub-sccdon (7<7), the company and every officer of the company who b A c^ault, 
shall be punishable wiA fine wAch may extend to five hundred rupees for every day 
durAg wAch Ae default cootAucs. 
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{14) Nothing in this section and scctioas 94, 95 or 96 shall prejudice any power of 
a private company under its articles to enforce the restrictions contained therein against 
the right to transfer the shares of such company. 

98, (7) In this section, unless the context otherwise requires, "company" means a 
company, other than a private company. 

(2) Subject to the provisioiLs of this section, the shares or debentures and any inlctf st 
therein of a company shall be freely transferable: 

Provided that if a company, without sufficient cause, refuses to register transfer of 
shares within two months from the date on which the instrument of transfer or the 
Intimation of transfer, as the case may be, is delivered to the company, the transferee 
may appeal to the Tribunal and it shall, direct such company to rc^ster the transfer of 
shares. 

(3) The Tribunal may, on an application made by a depository, company, participant 
or an investor or the Securities and Exchange Board, if the transfer of shares or 
debentures is in contravention of any of flie {sovisions of the Securities and Exchange 

Board of India Act, 1992 or regulations made thereunder, c* the Sick Industrial 15 of 1992. 

Companies (Special Provisions) Act, 1985 or any other law for the time being in force, 1 of 1986. 
within two months from the date of transfer of any sliares or debentures held by a 
depository or frean the dale on which the instrument of transfer or the intimation of the 
transmission was delivered to the company, as the case may be, after such enquiry it 
thinks fit, direct any depository, or company to rectify its register or records. 

(4) The Tribunal while acting under .sub-section (3) may at its discretion make such 
interim order as to suspend voting rights before making or completing such enquiry. 

(5) The provisioas of this section shall not restrict the right of a holder of shares or 
debentures, to transfer such shares or debentures and any person acquiring such shares 
or debentures .shall be entitled to voting rights unless the voting rights have been 
suspended by an order of (he Tribunal. 

(6) Notwithstanding anything contained in this section, any further transfer during the 
pendency of the application with the Tribunal of shares or debentures shall entitle the 
transferee to voting rights unless the voting rights in respect of such transferee have 
also been suspended. 

(7) The provisions of sub-sections (5), (7), (9), (JO) and (12) of section 97 shall, so 
far as may be, apply to the pnxjccdings before the Tribunal under this section as they 
apply to the proceedings under that section. 

99. (I) The certification by a company of any instnunent of transfer of shares in, or 
debentures of, the company, shall be taken as a representation by the company to any 
p)crson acting on the faith of the certification that there have been produced to the 
company such documents us on the face of them show a prima facie title to the shares 
or debentures in the transferor named in the instrument of transfer, but not as a 
representation that the transferor has any title to the shares or debentures. 

(2) Where any person acts on the faith of an erroneous certification made by a 
company negligently, the company shall be imder the same liability to him as if the 
certification had been made fraudulently. 

(3) For the piuposes of this seetkm— 

(a) an instrument of transfer shall be deemed to be certificated if it bears the 
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words "certificate lodged" or words to the like effect; 

(b) the certification of an instrument of transfer shall be deemed to be made by a 
company, if— 

(/) the person issuing the certificated instrument is a person authorised to issue 
such instruments of transfer on the company’s behalf; and 

(ii) the certificate is signed by any officer or servant of the company or any 
other person, authorised to certify transfers on the company’s liehalf, or if a body 
corporate has been so authorised, by any officer or servant of (hat body corporate; 

(c) a certification shall be deemed to be signed by any person, if it purports to be 
authenticated by his signature unless it is shown that the signature was plac-ed there 
neither by himself nor by any other person authorised to use the signature for the 
purpose of certificating transfers on the company’s behalf. 

Issue of Certificate of Shares, etc. 

100. (I) Every company, imless prohibited by any provision of law or of any order 
of any court, tribunal or other authority, shall, within three months after the allotment 
of any of its shares, debentures or debenture stock, and within two months after the 
application for the registration of the transfer of any such shares, debentures or 
debenture stock, deliver, in accordance with the procedure laid down in section 25, the 
certificates of all shares, debentures and of dcbcnttjre-stocks allotted or transferred: 

Provided that the Tribunal may, on an application being made to it in this behalf by 
the company, extend any of the periods within which the certificates of all debentures 
and debenture stocks allotted shall be delivered under this sub-section, to a further 
period not exceeding nine months, if it is satisfied that it is not possible for the 
company to deliver such certificates within the said periods. 

Explanation .—The expression "transfer", for the purposes of this sub-section, means 
a translcr duly stamped and otherwise valid, and does not include any transfer which 
the company is for any reason entitled to refuse to register and does not register. 

(2) If a default is made in complying with sub-section (i), the company, and every 
officer of the company who is in a default, shall be punishable with fine which may 
extend to five thousand rupees for every day during which the default continues. 

(5) If any company on which a notice has been served requiring it to make good any 
default in complying with the provisions of sub-section (7), fails to make goods the 
default within ten days after the service of the notice, the Tribunal may, on the 
application of the person entitled to have the certificates or the debentures delivered to 
him, make an order directing tlic company and any officer of the company to make 
good the default within such time as may be specified in the order; and any such order 
may provide that all costs of and incidental to the application shall be Ixjme by the 
company or by any officer of the company responsible for the default. 

(4) Notwithstanding anything contained in sub-section (/), where the securities arc 
dealt with in a depositoty, the company shall intimate the details of allotment of 
securities to the depository immediately cm allotment of such securities. 
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(5) The provisions of this section relating to the issue or shares or debentures shall 
apply to the issue of derivatives, options and shares with differential voting rights. 
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Penalty Jbr personation of shareholder 

101. ff any person deceitfully personates an ownCT of any share or intoxst in a 
company, and thereby obtains or attempts to obtain any such shares or interest or 
receives or attempts to receive any money due to any such owner or attends any 
goienJ meeting of the company ot fraudulently exercised any voting or other righta, he 
shall be punishable with imprisonment for a term which may extend to three years and 
shall also be liable to frne. 

Special provisions as to debentures 

102. No company shall issue any debcnhires which carry voting rights at any meeting 
of the company, whether generally or In respect of particular classes of business. 


103. (7) A trust deed for securing any issue of debentures shall be in such ftmn and 
shall be executed within such period as may be {^escribed. 

(2) A cc^y of the trust deed shall be open to inspection to any tnemba ot dd^entute 
holder of the company and he shall also be entitled to obtain or^os of such trust deed 
on payment of such sum as may be prescribed. 

(3) If a copy of the trust deed is not made available fw inspecdoo or is not given to 
any member or debenture bolder, the company and every officer of the company who 
is in a default, shall be punishaUe, few each offoicc, with fine which may extend to 
five hutahed rupees for evciy day during which the offence continues. 

104. (I) No company shall issue a prospectus or a letter of offer to the public for 
subscriptioa of its debentures, unless the company has, before.such issue, appointed one 
or more debenture trustees for such debentures and the company has, on the face of the 
prospectus or the letter of offer, stated that the dcboiture trustee or trustees have given 
their consent to the company to be so appointed; 

Provided that no person shall be appointed as a debenture trustee, if he— 

(a) beneficially holds shares in the company; 

(b) is beneficially entitled to moneys which ate to be paid by the company to the 
debenture trustee; 

(c) has entered into any guarantee in respect of principal debts secured by the 
debentures or interest thereon. 

(2) Subject to the provisions of this Act, the fimctirwis of the debenture trustees almll 
generally be to protect the interest of holders of debentures (including the creation of 
securities within the stipulated time) aial to tedresa the grievaiiccs of holders of 
debentures effectively. 

(3) In particular, and without prejudice to the generality of the fewegoing functions, a 
debenture trustee may take such other steps as he may deem fit— 

(a) to ensure that the assets of the company issuing debentures and each of the 
guarantors are sufficient to discharge the pr^ipol amount at all times; 
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(b) to satisfy himself that the prospectus or the lettn of offer does not contain apy 
matter which is inconsistent with the terms of the debentures or with the trust deed; 

(c) to ensure that the company docs not commit any breach of covenants 
provisions of the trust deed; 

(d) to take such reasonable steps to remedy any breach of the covenants of the 
trust deed or the terms of issue of debentures; 

(e) to take steps to call a meeting of holders of debentures as and when such 
meeting is requir^ to be held. 

(4) Where at any tine the debenture trustee comes to a conclusion *h«i the assets of 
the company are insufficient or arc, likely to become insufficient to discharge the 
principal amount as and when it becomes due, the debenture trustee may file a potion 
before the Tribunal and (he Tribunal may, after bearing the company and any other 
person interested in the matter, by an order, impose such restrictions on the incurring 
of any further liabilities as that Tribunal diinks necessary in the interests of holders 
the debentures. 

105. (7) Where a company issues debentures after the commencement of this Act, it 
shall create a debenture redemption reserve for the redemption of such ddxntures, to 
which adequate amounts shall be credited, from out of its profits evety year undl such 
debentures are redeemed. 

(2) The amounts credited to the debenture, redemption of such reserve shall not be 
utilised by the company except for the purpose aforesaid. 

(5) The company referred to In sub-secdon (I) shall pay interest and redeem the 
debentures in accordance with the terms and condidons of their issue. 

(4) Where a company fails to redeem the debentures cm the date of maturity, the 
Tribunal may, on t^ appllcadon of any or all the holders of debentures shall, after 
bearing the parties concerned, direct, by order, the company to tedecan the debentures 
fmthwith by the payment of principal and interest due thereon. 

(J) If default is made in complying with the order of the Tribunal under sub-section 
(4), every officer of the company who is in a default, shall be punishable with 
imprisonment which may extend to three years and shall also be liable to a fine of not 
less than five hundred rupees for every day during which such default continues, 

106. (J) A copy of any trust deed for securing any issue of debentures shall be 
forwarded to the ^Ider of any such debentures or any member of the company, at his 
request and within seven days of the making thereof, on payment of such fee as may 
be prescribed. 

(2) If a copy is refused, or is not forwarded within the tinac specified in sub-section 
(J), the cmnpany, and every officer of the company who is in a default, shall be 
punishable, fcM' each offence, with fine which may extend to five hundred rupees and 
with a further fine which may extend to two hundred rupees f<» every day during 
which the offence continues. 

(J) The trust deed referred to in sub-section (7) shall also be open to inflection by 
atiy member or debmture holder of the company in the same manner, to the same 
bxtent, and on payment of the same fees, as if it were the register of members of the 
company. 
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107. (7) Subject to the provisions of this section, any provision contained in a trust 
deed for securing an issue of debentures, or in any contract with the holders of 
debentures secured by a trust deed, shall be void in so far as it would have the effect 
of exempting a trustee thereof from, or indemnifying him against, liability for breach of 
trust, where he fails to show the degree of care and diligence required of him as a 
trustee, having regard to the provisions of the trust deed conferring on him any powos, 
authorities or discretions. 

(2) Sub-section (7) shall not invalidate— 

(a) any release otherwise validly given in respect of anything done or omitted to 
be done by a trustee before the giving of the release; or 

(b) any provision enabling such a release to be given— 

(i) on the agreement thereto of a majmity of not less than three-fourths in 
value of debenture holders present and voting in person or, where proxies are 
permitted, by ixoxy, at a meeting summoned for the purpose; and 

(h) either with respect to specific acts or omissions or on the trustee dying 
or ceasing to act. 

(i) Sub-section (7) shall not operate— 

(a) to invalidate any provision in force at the commencement of this Act so long 
as any person then entitled to the benefit of that provision or afterwards given the 
benefit thereof under sub-section (4) remains a trustee of the iced in question; or 

(h) to deprive any person of any exemption or right to be indemnified in respect 
of anything done or omitted to be deme by him while any such provision was in 
force. 

{4) While any trustee of a trust deed remains entitled to the benefit of a provision 
saved by sub-section (5), the benefit of that provision may be given cither- 

fa) to all trustees of the deed, present and future; or 

(h) to any named trustees or ixoposed trustees thereof, 

by a resolution passed by a majority of not less than three-fourths in value of the 
debenture holders present in person or, where |»oxies are permitted, by proxy, at a 
meeting called for the purpose in accordance with the provisions of the deed or, if the 
deed makes no provision for calling meetings, at a meeting called for the purpose in 
any matmer approved by the Court. 

108. A condition contained in any debentures or in any deed for securing any 
debentures, whether issued or executed before or, after the commencement of this Act, 
shall not l^ invalid by reason only that thereby, the debentures are made irredeemable 
or redeemable only on the happening of a contingency, however remote, or on the 
expiration of a period, however long. 

109. (7) Where either before or after the commencement of this Act, a con.pany has 
redeemed any debentures previously issued, then,— 

(a) unless any provision to the contrary, whether express or implied, is contained 
in the articles, or in the conditions of issue, or in any contract entered into by the 
company; or 
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(6) unless the cxMDpany has, by passing a resolution to that effect or by some other 

act, manifested its intention that the dcbaitures shall be cancelled; 

die company shall have, and shall be deemed always to have had, the right to Igccp the 
debentures alive for the purposes of re-issue; and in excising such a fight, the 
cennpany shall have, aiul shall be deemed always to have had, power to re-issue the 
deb^tutos either by rc-iasuing the same debentures or by issuing other debentures in 
their place. 

(2) Upon such rc-iasuc, the person entided to the debentures Hhalt have, and ahalt be 
deemed always to have had, the same ri^ts and priorities as if the debentures had 
never been redeemed. 

(3) Where with the object of keeping debenhues alive for the purpose at te-iasuc, 
they have be«r transferred to a nominee of the company, a transfer from that tinmliw 
shall be deemed to be a re-issue for the purposes of this section. 

(4) Where a company has deposited any of its debenUires to secure advances 
time to time on current account or otherwise, the debentures shall not be deemed.to 
have been redeemed by reason only of the account of the company having ceased to be 
in debit whilst the debentures remained so deposited. 

(J) The re-issue of a debenture or the issue of another debenture in its {dace under 
the power by this section given to, or deemed to have been possessed by, a company, 
shall be treated as the issue of a new debenture for the purposes of stamp duty, but it 
shall not be so treated for the purposes of any provision limiting the nmmmt or mirntw 
of debentures to be issued: 

Provided that any petson lending money on the security of a dcbeirture re-issued 
under this section which ai^x:ais to be duly stamped may give the debenture in 
evidence in any proceedings for enforcing his security without payment of the stamp 
dmy or any penalty in respect thereof, unless he had notice or, but for his negligence, 
might have discovered, that the debenture was not duly stamps but in any such case 
the company shall be liable to pay the proper stamp duty and penalty. 

110. A contract with a company to take up and pay for any debentures of the 
company may be enforced by a decree for spcciEc performance. 


111. (J) Where either— 

(a) a receiver is appointed on bdialf of the holders of any debenluite of a 
company secured Iqr a floating charge; or 

(b) possession is takoi by cw on behalf of those drirenture holdns of any property 
omniniaed in sul^ect to the charge; 

then, if the company is not at the tinre in course of being wound-up, the debts which 
in every winding-rq) me, under the provisions of Part Vn telat^ to prefeirmtial 
payments, to be paid in priority to all other debts, shall be paid fordiwlth out of any 
assets oomiirg to die hands of the receiver or other person taldug pcosessioa as 
aforesaid in ^ority to any claim ft* principal or interest in respect of the debentures. 
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(2) In the appUcatian of the ptovlaions afwssaid, section 339 shall be constmed as 
if the provision for payment of accrued holiday remuneration becoming payable on the 
termination of employment before or hy the effect of the winding iq) order or resolution 
were a^ provisimi for payment of such remuneration becoming payable on the 
termination of employment before or by the effect of the appointment of the rcccivCT or 
possession being taken as aforesaid. 

(J) The periods of time mentioned in the said provisions of Part VII shall be 
reckoned from the date of appointment of the receiver ot of possession being taken as 
aforesaid, as the case may be. 

(4) Any paymoils made under this section shall be recouped, as far as may be, out 
of the assets of the company available for payment oi general cieditcns. 

Acceptance of deposits 

112. (7) No private company shah invite or accept deposits from persons other than 
its m^ben, directors or dieir relatives. 

(2) No private company, which had became a public company by virtue of section 
43A of the Compames Act, 1956 and continues to remain so after the commcnccmu^t 1 of 1956. 
of this Act, shah invite or accept deposits from the pubUc or rttiew the deposits which 
have been accepted before such commenc^nenL 

(J) The Central Government may, in consultation with the Reserve FUnlf of TnHta 
piesctibe the limits up to which, the manner in which and the conditions subject to 
which deposits may be invited or accepted by a public company either from the public 
or from its members. 

(4) No public company shall invite, or ahow any other person to invite or cause to 
be invited on its behalf, any deposit unless— 

(a) such deposit is invited or is caused to be invited in accordance with the rules 
marie under sub-section (S); 

(j) an advertisement, including therein a statement showing the financial position 
of the company, has been issued by the company in such form and in such tnanwr 
as may be prescribed; and 

(c) the company has not failed in regard to the repayment of any prior deposit or 
part thereof and any interest thcrcuprm in accordance with the terms and condidons 
of such deposit 

(3) Tlie provisions of this Act relating to a prospectus shall, so far as may be, apply 
to an advertisrment issued under clause (b) of sub-section (4). 

(<5) A deposit holder may, at any time, make a nominadon and the provisions of 
section 75, shall, as far as may be, apply to the nomination made utulcr this sub¬ 
section. 

(7) Where a private company invites or acccqrts deposits in contravrmtion of sub¬ 
section (I), or a public company invites, accepts or renews deposits in contravrmtion of 
sub-section (2) or a public company Invites, or allows any other person to invite or 
cause to be invited on its behalf any deposit in contravoition of sub-section (4), as the 
case may be,— 
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(a) the company shall be punishable,— 

(t) where such contravention relates to invitation or acceptance of any depoait or 
renewal of deposit, with fine not less than an amount equal to .the amount of the 
deposit so accepted; 

(h) where such contravention relates to uic invitation of any deposit, with fine 
which shall not be less than five thousand rupees but which may extml to r>nc 
lakh rupees; 

(b) every ofticer of the ocanpany who is in default shall be punishable with 
imprisonment for a term which may extend to five years and shall also be liable to 
fine. 

(S) (a) Nothing oonlahied in this section shall apply to— 

(0 a banking company, or 

(ii) such other company as the Central Oovanment may, aiicr consultation with 
the Reserve Bank of India, specify in this behalf. 

(b) Nothing contained in this section except the pfovisions reiating to advotlsemait 
contained in clause (b) of sub^sccdon (4), shall apply to such classes of financial 
companies as the Central Government may, after consultation with the Reserve Bank of 
India, qiccify in this behalf. 

(9) Notwithstanding anything contained in this Act, a company, which has failed to 
make repayment of any deposit accepted under this section or part thereof or interest 
thereupon in accordance with the terms and conditions of such deposit, shall not,— 

(a) declare or pay any dividend; 

(b) make any loan or give any guarantee or provide any security In connection 
with such loan; and 

(c) make any investment in securities, 
till such failure is made good. 

(JO) The Central Government may, if it considers it necessary for avoiding any 
hardship or for any other just and sufficient reason, by order bsued either prospectively 
or retrospectively from a date not earlier than the commencement of this Act, grant 
extension of time to a company or class of companies to comply with, or exempt any 
company or class of companies from, all or any of the provisions of this section either 
generally or for any specified period subject to such conditions as may be specified in 
the order: 

Provided that no order under this sub-section shall be issued in relation to a class of 
companies except after consultation with the Reserve Bank of India. 

(JJ) Where a company has failed to repay any deposit or part thereof or interest due 
in accordance with the terms and cemditions of such deposit, the Tribunal may, if it is 
satisfied, cither on its own motion or on the application of any depositor, t^t it is 
necessary so to do to safeguard the interests of the company, the depositors or in the 
public interest, direct, by order, the company to make repayment of such deposit or part 
thereof or Interest thereon forthwith or within such time aird subject to such conditions 
as may be specified in the order; 
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Provided that the Tribunal may, before making any order under this sub-section, give 
a reasonable opportumty of being heard to the company, in rcq>cct of an arrangement, 
if any. prcqxtsed by the company for the repayment of the deposits and interest thereon 
and other persons intocsted in the matter. 

{12) Whoever fails to comply with any order made by the Trih imnl under sub-sccdon 
{11) shall be punishable with impiisomnoit which may extend to three years and 
also be liable to a fine of not less than five hundred rupees for every day during which 
such non-compliance continues. 

Explanation .—For the purposes of this section, "deposit" means any deposit of money 
with, and includes any amount borrowed by a company but shall not such 

categories of amount as may be prescribed In consultation with the Reserve Bank of 
India. 


PART V 

Registration of charges 

113. {!) Subject to the provisions of this Part, every charge created by a company 
shall, so far as any security on the company's property or undertaking is conferred 
thereby, be void against the liquidator and any creditor of the company, if any, unless 
the prescribed particulars of the charge, together with the instrument, if any, by which 
the charge is created or evidenced, or a copy thereof verified in the prescribed manner, 
are filed with the Registrar for registration in the manne r required by thin Act wi thin 
thirty days from the date of its creation: 

Provided that the Registrar may allow the particulars and instrument or copy as 
aforesaid to be filed within sixty days next following the expiry of the said period of 
thirty days on payment of such fee as may be prescribed as the Registrar may 
detmnlne, if the company satisfies the Registrar that it had sufficient cause for not 
filing the particulars and instrument or copy within that period. 

(2) Nothing in sub-secdon {!) shall prejudice any contract or obligation for the 
repayment of the money secured by the charge. 

(7) When a charge becemes void under this section, the money secured thereby ahnll 
inunediately become payable. 

{4) Where a charge is created in India but comprises property outside India, the 
instrument creating or purporting to create the charge under this section or a copy 
thereof verified in the prescribed manner, may be filed for registration, notwithstanding 
that further proceedings may be necessary to make the charge valid or effectual 
according to the law of the country in which the property is situate. 

(5) Where a negotiable instrument has been given to secure the payment of any book 
debts of a company, the deposit of the instrument fer the purpose of securing an 
advance to the company shall not, for the purposes of this section, be nested as a 
charge on those book debts. 

(6) The bolding of debentures entitling the bolder to a charge on immovable property 
shall not, for the purposes of this section, be deemed to be an interest in immovable 
IMOperty. 

(7) Where any charge on any property of a company required to be registered under 
this section has been so registered, any person acquiring such property or any part 
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thereof, or any share or interest therein, shall be deemed to have notice of the charge 
as fiom the date of such rogistratiem. 

114. (/) Where a company acquires any property which b subject to a charge of any 
Such l(ind as would, if it had be*n creat^ by the company aftra the acquisition of the 
propCTty, have been required to be registered under this Part, the company idmll 

the prescribed particulars of the charge, together with a copy (certified in the ptestxibed 
mamcr to a correct copy) of the instrument, if any, by which the charge was created 
or is evidenced, to be delivered to the Registrar for registration in the manner requited 
by this Act within sixty days from the date on which the acquisition is 

Provided that, if the property is situate, and the charge was created, outside India, 
thirty days after the date tm which a copy of the instrument could, in due couibc of 
post and if despatched with due diligence, have been received b Ttwtin ahull be 
substituted for thirty days after the completion of the acquisition as the time withb 
which the particulars and the copy of the instrument are to be delivered to the 
Registrar. 

(2) If a default is made b complybg with sub-section (7), the company, and every 
officer of the company who is b a default, shall bo punishable with fine whbh nuiy 
extend to five thousand rupees. 

115. (7) Where a series of debentures contabbg, or givbg by reference to any other 
bstrumrmt, any charge to the benefit of which debenture holders of that series arc 
entitled pari passu is created by a company, it shall, for the purposes of section 113, 
be sufficient, if there are filed with the Registrar, withb thirty days after the execution 
of the deed contabbg the charge or, if there is no such deed, after the executim of 
any debentures of the series, the followbg particulars:— 

(a) the total amount secured by the whole series; 

(b) the dates of the resolutions authcrisbg the issue of the scries and the date <rf 

the ooverbg deed, if any, by wbch the security is created or defined; 

(c) a g^AUl descriptkm of the property charged; and 

(d) the names of the trustees, if any, for the debenture holders; 

togethja with the deed contabbg the charge, or a cc^y of the deed verified b the 
prescribed manner, or if there is no such deed, one of the debentures of the scries; 

Provided that, where mexe than one issue is made of debratures b the scries, there 
shall be filed with the Registrar, for entry b the register, particulars of the date and 
amount of each issue; but an omissitm to do this shall not affect the validity of the 
debentures issued. 

(2) Where any commission, allowance or discount has been paid or tng de either 
directly or bdirectly by a company to any person b ccnslderation of his subscribbg 
or agreebg to subscribe, whether absolutely or conditionally, for any debentures of the 
comply, or procuring or agreebg to procure subscriptions, whether absolute or 
conditional, for any such debentures, the p^culars requirtri to be filed for registration 
under section 113 and sub*8cction (7) of this section shall bclude particulars as to the 
amount or rate per cent, of the commission, discount or allowance so paid or tnaA- but 
an omission to do this shall not affect the validity of the debenmres Issued: 
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Provided that the deposit of any debentures as security for any debt of the company 
■hall not, for the purposes of thia sub-section, be treated as the issue of the debentures 
at a discount. 

116. (7) The Registrar shall, in reqiect of each company, cause to be kept a register 
containing Ihe pardculats of all the charges requiring registratim under this Part. 

(2) Every company shall forward to the Registrar for being catered in the register 
k^ under sub-section (7) the particulars of all the charges requiring registration under 
this Part in such form ami manner, within such period, and after payment of such fees, 
as may be t»<cscribed: 

Provided that the period prescribed for registration undo* this sub-sectimi may, for 
reasons to be recorded in writing, be extended by the Registrar by a like period. 

(5) The pardculats of the charges referred to in sub-sccdon (7) shal l relate to,— 

(a) in the case of a charge to the benefit of which the holders of a series o€ 

debentures arc entitled, such pardculats as arc specified in section 113; 

(b) in the case of any other charge,— 

(i) if the charge is a charge created by the conqiany, the date of its creadon, 

and if the charge was a charge existing property acquired by the company, the 

Aatr of the aoi^isitian of the property; 

(ii) the amount secured by the (durge; 

(Hi) short particulars of the propoty dliarged; and 

(iv) the persons entitled to the charge. 

(4) The pages of the regista shall be consocudvely numbered and the Registrar 
shall,— 

(u) cause to be kept in such register in the prescribed form d>c documents of 

charges filed in such form and manner as may be prescribed; and 

(b) sign or initial evc^ page such register. 

(3) After entering the pardculars of all the charges required under sub-section (7), the 
Registrar sboll return the instrument, if any, or the verified copy thoeof, as the case 
may be, filed in accordance with the provisions of this Part to the petson filing it after 
duly stamping and signing as evidence of registration. 

(6) The register kept in pursuance of this secdon shall be open to inspection by any 
person on payment of such fee as may be prescribed for each inspection. 

(7) The Rcglsnar shall keep a chronological index, in the ^escribed form and with 
the prescribed particulars, of the charges registered with him in pursuance of this 
Part. 

117. (7) The company shall cause the fiurt of the registration ^ven unda sub-sccdon 
(5) of secdon 116, to endmsed on ev«y debenture which is issued by the company 
and the paymmt ^ which is secured by the charge so registered: 
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Provided that nothing In this sub'scction shall be construed as requiting a company 
to cause the fact of registration of any charge so given to be endorsed on any debenture 
issued by the company before the charge was created. 

(2) If any person knowingly delivers, or wilfully authorises or permits the delivety 
of, any debenture which, under the provisions of sub-section (V), is requited to have 
endorsed on it a copy of certificate of regtstration, he shall, without prejudice to any 
other liability, be punlshabie with fine which may extend to ten thousand rupees. 

118. (7) It shall be the duty of a company to flic with the Registrar fee registration 
the particulars of every chuge created by the company, and of every issue of 
debentures of a series, requiring registration under this Part; but registratiem of any such 
charge may also be effected on the application of any person interested therein. 

(2) Whore registration is effected on the application of some person other than the 
company, that petson shall be entitled to recover from the company the amount of any 
fees paid by hith to the Registrar on the registration. 

(3} Whenever the terms or conditions, or the extent or operation, of any charge 
tegistensd under this Part ate or is modified, it shall be the duty of the cmnpany to 
send to tb Registrar the particulars of such modiflcatlon, and the provisions of this Part 
as to registration of a charge shall apply to such modification of the charge. 

119. (/) If any person obtains an order for the appointment of a receiver of, or of a 
person to manage, the property of a company, at if any person appoints such receiver 
or person under any powers contained in any instrument, he shall, within thirty days 
from the date of the passing of the order or of making of the appointment under the 
said powers, give notice of the fact to the Registrar, and the Registrar shall, on payment 
of the prescribed fee, enter the fact in the register of charges. 

(2) Where any poson so appointed under the powers contained in any instrument 
ceases to act as such, he shall, on so ceasing, give to the registrar notice to that effect; 
and the Registrar shall enter the notice in tiic register of charges. 

(3) If any person makes a default in complying with the rcqulrcm^ts of sub-section 
(/) ot sub-section (2), he shall be punishable with fine which may extend to five 
hundred rupees for every day during which the default continues. 

120. (7) The company shall give Intimation in the prescribed form to the Registrar of 
the payment ca- satisfaction, in full, of any charge relating to the company and requiring 
registration under this Part, within thirty days from the date of such payment or 
satisfactitm: 

Provided that the Registry may allow aforesaid intimation to be givoi within sixty 
days next following the expiry of the aforesaid period of thirty days on paymfmt of 
such fee, as may be prescribed, if the company satisfles the Registrar that it had 
sufficient cause for not giving the intimation within the said period. 

(2) The Registrar shall, on receipt of such intimation, and after being satisfied that it 
is complete in all respects, order that a memorandum of satisfaction s hall be entered 
in the register of charges. 

(3) Nothing in this section shall be deemed to affect the povrer of the Registrar to 
ma ke an entry in the register of charges under section 121 otherwise than on receipt of 
an intimatiem from the company. 
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121. The Registrar may, on evidence being given to bis satisfaction with respect to 
any registered charge.^ 

(a) that the debt for which the charge was given has been paid or satisfied in 
whole or in part; or 

(b) that part of the property or undertaking charged has been released fiom the 
charge or has ceased to form part of the company’s property or undertaking; 

enter in the register of charges a memorandum of satisfaction in whole or in part, or of 
the &ct that part of the property or undertaking has been released from the diatgc or 
has ceased to form part of the company’s property or undertaking, as the case may be, 
notwithstanding the fact that no Ind^doo has be^ received by him from the company. 

(2) Where the Registrar enters a memorandum of satisfaction in whole or in part, in 
pursuance of secdon 120 or this secdon, he shall furnish the company with a copy of 
the memeuandum. ^ 

122. (i) The Tribunal, on being satisfred— 

(a) that the omission to flic with the Registrar the particulars of any charge created 

by a company or of any chMge subject to which any propCTty has boon acquired by 
the company or of any modifleodon of any such charge or of any issue of debentures 
of a series, or that the omission to register any charge within the time required by 
this Part, or that the omission to give intfanadon to the Registrar of the payment or 
satisfaction of a.cbarge, within the time required by this Part, or that the mni/iBrfnn or 
mis-statement of any particular with respect to any such charge, modification or issue 
of debentures of a scries or with respect to any memorandum of or other 

entry made in pursuance of section 120 or section 121, was accldentnl or due to 
inadvertence or to some other sufficient cause or is not of a nature to prejudice the 
position of creditors or shareholders of the company; or 

(b) that on other grounds it is just and equitable to grant relief, 

may on the application of the company or any person interested and on such terms and 
conditions as seem to the Tribunal just and expoilent, direct that the time for the flUng 
of the partlcul^ or for the registration of the charge c» for the giving of IntimatlpO of 
payment or satisfaction sball be extended or, os the case may requite, that tla: omisEtjlon 
or mis-statement shall be rectified. 

(2) The Tribunal may make such mder as to the costs of an application under sub¬ 
section (J) OB it l)iinks fit. 

(S) Where the Tribunal extends die time for the reglstradmi of a charge, the order 
ahaU not prejudice any rights acquired in reflect of the property concerned before the 
diarge is actually registered. 

123. (J) ff a default is made in filing with the Registrar for le^stratkm the 
particulars— 


(a) of any charge created by the company; 

(b) of the payment or satisfaction of a debt in reflect of whidi a charge has been 
registered under this Part; or 

(c) of the issues of debentures of a series. 
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requinog rcglsttarion with the Rcglstnr under the ptovisicms of this Part, then imlem the 
tegbintlon has -been effected on the appllcatko of some other petson, the ootnpuiy, and 
every officer of the company or other person who b in a default, shall be punbdiablc 
with fine which may extend to five thousand rupees for every day during whldi the 
default continues. 


(2) Subject as aforesaid, if any company makes a default in complying widi any of 
the other requiremenb of thb Act as to the registration with the Rcgbtrar of any charge 
created by the company or of any fact connected therewith, the con^)any, a^ every 
officer of the company who b in a default, shall without prejudice to any'other liability, 
be punishable with Rne which may extend to tm thousand nq)ecs. 


124. (1) Every company shall keep at ib registered office a register of charges and 
enter therein all charges speciflcally affeedng property of the cooqwny, and all floating 
diarges on the undertaking or on any property of the company, giving in each case— 

(i) a short descripdort of the property diarged; 

(li) the amount of die charge; and 

(iit) except in the case of securities of bearer, the names of the pasons endded 
to the charge. 


(2) If any officer of the company knowingly omits, ot wilftilly autbotbes or petmito 
the ombakm of^ any entry requited to bo ma^ in pursuance of aub-accdoo (J), shall 
bo punbhaUe with flno which may extend to five thousand nqiees. 


(3) Every company shall cause a copy of every instrument crcatbig any duugc 
requiring registration under thb Part to be kept at the regbtored office of the oompany: 

Provided that, in the case of a series of uniform debentures, s copy of one debentiae 
of die scries shill be sufficient. 


(4) The Gotdes of instruments creating charges kept in piumianoe of sub-section (3) 
of Ab section, and the regbter of charges ke^ in pursuance of sub-section (7) of Ab 
section, shall open during buriocss hours (but subject to swh reasonable restrictions 
as the company in a general meeting may impose, so that not less tiian two bouts in 
cadi day are allowed few inspection) to the inspection of any creditor or member of 
the company without fee, at ^ rcg^cred offlep of die company. 

(3) The register of charges and die copies of instnunenls kept in pursuance of thb 
scedem shall also be opm, during business hours but subject to the reasonable 
restrictions aforesaid, to tk inspeetkm of any other person on payment of a fee such 
sum as may be prescribed for each inspection, at the registered office of the oompany. 

(6) If the inspection of tiic said register or copies of instruments b rcfiiaed, the 
company, and every officer of the conqiany who b in a dehuilt, shall be punishable 
with (Inc vdilch may extend to five hundred rupees and with a fintber fine which may 
extend to two hundred rupees for every day during which the rcfiisal ocntinucs. 


ll-A 

2-cgcjt^pj; 


Company's 
regbtn of 
charges. 



Reglstcml 
offloc of 
the 

compAiiy. 


PuUioatloii 
of name by 
company. 


82 THE GAZETTE OF INDIA EXTRAORDINARY [Part II— 


PART VI 

MANAGEMENT AND ADMINISTRATION 
Chapter / 

GENERAL PiN>yiSIONS 
Registeted office and name 

125. (i) A company ahoU, on and from the thirtieth day after the date of its 
incotpotation, have a regiateted office to which all communloadons and nodees m^ be 
addrnaed. 

(2) Nodoe of the altuation of the regiateted office, and of evoy change dmein, afaall 
be gtvm arlthin thirty days after the dote of the inempotadon of die company or after 
the date of the change, as the caac may be, to the Registrar who shall tec^ the same; 

Provided that except on the authority of a special resohitimi passed by the company, 
die registered office of the company "hull not be removed— 

(a) in the case of on existing company, outside the local limits of any city, town 
or village where sudi office is situal^ at the commencement of this Act, or where 
it may be situated Into by virtue of a special rcsoludoo possed by the company; and 

(b) in the case of any other conqiany, outside the local limits of any city, town or 
village where sudi office is first situat^ m where it may be situated later by virtue 
of a special resoludon passed by the company. 

(S) The inclusion in the annual return of a company of a statement as to the address 
of its reglstaed olffice shall not be taken to satisfy the obligadon Inqmeed by Mib- 
secdon (2). 

(4) If default is made in complying with the requlromentai of this secdmi, the 
company, and every officer of the company who is in a default, shall be punlshabhl 
with fine which may extoid to five hundr^ rupees for every day during which the 
default continues. 

126. (7) Every company— 

(a) shall paint or affix its name and the address trf' its registered office, and keep 
the same painted or aftixed, on the outside of every office or place in which its 
business is carried on, in a conspicuous posidon, in lettos easily legible; and if the 
characters emplc^cd drerefm are not those of the language, or of one of the 
languages, in gcnoal use in that locality, also in the cbtaactea of that language or of 
one of those languages; 

(b) shall have its name engraven in legiUc diaractets m its seal; and 

(c) ahall have its name ond address of its registered office mendoned in legible 
characters in all its business letters, in aQ its bill beads and letter paper, and in all its 
notices and other official publications; and also have its name so mentioned in all 
bills of exchange, faundies, protnisscHy notes, aKknsements, cheques and orders for 
money or goods purporting to be signed by or mi bdialf of the conqMiqr, and in all 
bills parcels, invoices, receipts and letters of credit of the cmnpany. 


F—ll^fl 
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(2) If a compuiy does not paint or affix ita naine and the addtvBB of ita logiatctod 
office, or keq) the aatne palnt^ or affixed in the tnanner directed hy olaoae (a) of aub- 
aeotioa (1), Ibe oompany, and every officer of the company who ia in a Apfanlt, iih«ll 
be puniahable with flne which may extend to five hundred nqteea for not ao paWing or 
affixing ita name and the addreaa of ita legiatned (^ce, and for every day Affing 
which ita name and die addteaa of the tegiateied office, ia not ao kept patntwH or 
affixed. 

(3) a oompany faib to comply widi chnue (b) ot clauae (c) of aub-aedkn (i), the 
cotnpaqy shall be puniahable with fine which may extend to five th ommid nqiees. 

(4) If an officer of a company or ai^ person on ita behalf— 

(a) naes, or aulhotlaea the uao of, any seal purporting to be a seal of the oonqiany 
whereon Ito name is not engraven in the manner aforesaid; 

(b) lasnea, or audkoriaes the Issue of. any busincaa letter, bill he«d , letter paper, 
notice or otber official publication of the company wherein its tmti« atid die address 
of its registered office ate not mendooed in the manner aforesaid; 

(c) signs, or authorises to be signed, on behalf at the compatty, any Mil of 
exchange, hundi, ptomiasoty note, endotsement, cheque or order for money or goods 
wbernn its name is not mendoned in die manner aforesaid; or 

(d) inaues, or audmrlses the issue of^ any bill of parcels, involoe, reoe^ or letter 
of credit of the company, wherein its name is not ux^ooed in die wisnnnr ■fnw.jd ; 

sudi officer or peraon shall be puniahable with fine which may extend to five 
rapecs, and ab^ Rather be pcmoDally iiabic to the holdor die MU of 
htmdi, ptomissaty note, cheque or ott^ for money or gooda, for the amount IfaiaeoC 
unless it is duly paid by the company. 

127. (7) Where any nodoe, advertbement or other official pubUoadous or any busirieas 
lelter, bQl head or l^er p^ier, of a company oontalns a statement of die amount of the 
authorised capital of die company, such notice, adverdsemcot or other offlchd 
publication or sudi letter, bill he^ or letter paper, shall also contain a statement, in on 
equally prominent position and in equally consplcuoua characters, die amount of llio 
capital udiich has been subscribed and the amount paid iq>. 

(2) If default is made In complying wldi the requitomenls sub-sectloo (7), the 
compare, and every officer of the oompany who is in default, iih«n be punishable with 
fine which may extend to ten thomud tupccs. 

Registers of members and debenture holders 

US. (7) Every company ohall kerqi in one or more books a register of Us membea 
and a register of boldera of iis debeonses and enter therein tbe foUowiig partlcuhus, namely:— 

(a) the name and addten of each member and debenture bolder; 

(b) the alians held by each member dbdngulaliing each ahare \iy its nimibcr, 
except where such shares ate held with a depositocy, and the amount paid or ■g reiMi 
to be oonsideted as paid on tbose shaiea; 

(c) the debentures held by each holder, disdngulaliing each debenture by Its 
number, except where such debenturea ate held with a dt^ository, and the 

paid or agreed to be considered is paid on those debentures; 
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(c/) the date at which each person was entered in the tegista as member cv 

debenture holder; and 

(e) the date at which any person ceased to be a member or debenture hold^. 

(2) If default is made in complying with sub-section (/), the company and every 
officer of the company, who is in a default, shall be punlsl^blc widi fine which may 
extend to five hundred rupees for every day during which the default continues. 

(J) Every company having more than fifty members or fifty debenture holdos shall, 
unless the regbter of members or the register of debenture holders, as the case may 
be, is in such a form as in itself to constitute an irulex, keep an index (which may be 
in the form of card index) of the names of members or debenture holders of the 
company and shall, within fourteen days after the date on which any alteration is made 
in the register of members or, as the case may be, register of debenture holders, make 
the necessary alterations in the index. 

{4) The index shall, in respect of each membo' or deboiturc holder, contain a 
sufficient indication to enable the entries relating to that member or debenture holder in 
the register of members or the register of debenture holders, as the case may be, to be 
readily found. 

(5) The Index shall, at all times, be kept at the same place as the register of members 
or the register of debenture holders. 

(6) If default is made in complying with sub-secdons (5), (4) and (5), the con^MUiy, 
and every officer of the company who is in a default, shall be punishable with fine 
which may extend to five thousa^ mpees. 

(7) Sub-sections (2) to (4) shall not apply with respect to debentures which, ex facie, 
arc payable to the bearer thereof. 

(S) A company may, after giving not less than seven days’ previous notice by 
advertisement in some newspapers circulating in the district in which the registered 
office of the company is situate, close the register of manbets or the register of 
debenture holders for any period or periods not exceeding in the aggregate forty-five 
days in each year, but not exceeding thirty days at any one time. 

(9) If the register of members or of debenture holders is closed without giving the 
notice provided in sub-section (d), at after giving the shorter notice than that so 
ptrovided, or for a continuous or an aggregate period in excess of the limits specified in 
that sub-section, the company, and every officer of the company who is in default, shall 
be puitishable with fine which may extend to five thousand rupees for every day during 
which the register b so closed. 

(20) A company may, notwithstanding the particulars of its members and holdcis of 
its debentures arc provided in sub-section (2), keep a record of the particulars of its 
members and hold^ of its debenhires as required under the said section in computer 
floppies or dbkettes, and may provide such s^eguards as may be prescribed: 

Provided that, except the maniiCT of keeping particulars of members and holders of 
debentures of the company, the other provisions of thb Part shall apply to record kept 
on compute floppies or dbkettes in the same manna as tiiey arc aj^licable to tiie 
regbter and the index of members and holders of debentures of the company. 
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(77) The register and index of benefldal owners maintained by a deposlttMy under 
section 11 of the Depositories Act, 1996, shall bo deemed to be a register and index 
22 of 1996. of members or debenture holders, as the case may be, for the purposes of this Act 

129. No notice of any trust, express, implied or constructive, other than mutual trusts 
and such other trusts as may be notified, shall be entered on the register of monbers 
or of debenture holders. 


Annual returns 

130. (7) Every company, whether having a share capital or not, shall, within thirty 
days from the day on which each of the annual general meetings referred to in section 
133 is held, prepare and file with the Registrar a return cemtaining in such fonn as may 
be prescribed, regarding— 

(a) its registered office; 

(b) the register of its members containing the names of five hundred members who 
hold the largest number of shares or the actual number of members, whlcbova is 
lower, 

(c) the register of its debenture holders containing five hundred debenture boldms 
who hold the largest number of debentures or the actual number of debenture holders, 
whichever is lower; 

(d) its securities; 

(e) its indebtedness; 

(/) its directors, managing aral whole-time dir^tors, manager, secretary and chief 
finmclal officer; 

(g) the particulars relating to foreign depository receipts issued by the company; 

(h) particulars of every employee who was in receipt of remuneration exceeding 
five laih rupees or such higher remuneration as may be prescribed; and 

(0 particulars of every employee who was in receipt of remuneration which is in 
excess of that drawn by the managing director or whole-time director or manager and 
hedds by himself or along with his spouse and dependent children not less than two 
per cent of the equity shares of the company. 

(2) The return required to be filed under this secdon shall be in the prescribed form 
or as near thereto as circumstances admit, and where the return is filed even though the 
aimual general meedng has not been held on or before the latest day by which it should 
have been held in accordance with the provisions of this Act, the company shall file 
with the return a statement specifying the reasons for not holding the annual general 
meeting. 

(3) A copy of the annual return to be filed with the Registrar under this secdon diall 
be signed 1^ (he managing director, if any, or signed both by a director and by the 
manager or secretary of the company, or where there is no manager or secretary, by 
two directors of the company; 

Provided that where the annual return is filed by a listed public company, die copy 
of such annual return shall also be signed by a secretary in whole-time praedee. 


Trust not 
to be 

entered on 
register. 


Annual 
return to 
be made by 
a company 





86 


THE GAZETTE OF INDIA EXTRAORDINARY 


[Pa»t II— 


Ccmunence- 
ment of 
busincw. 


(4) Any nfcKnce in this section or in any prescribed form, to die day on vdiich an 
annual gawtal meeting is held or to the date of die annual general meeting shall, where 
the anminl general meeting tor any year has not been held, be oonstrued as a reference 
to the latest day on or before which that meting should have been bdd In aoootdanoe 
with the provisions of this Act 

There aball also be filed widi tbe Registrar along with the return a certificate 
signed by the signatories of the return, stating— 

(a) that the return states tbe facts as they stood on the day of die aimiial general 
meeting aforesaid, omieedy and completBly; 

(b) that ainoe the date of die last atmual tetnm the transfer of all shares and 
debootures and the iasue of all ftotber oertifioates of shares and debentures have been 
^tpropriately recorded in the boohs nMtnutiwt for the purpose; and 

(c) in the case of a private company also, (1) that the cmiqpany has not, rinoe the 
date of the annual g^nal meeting with tefetenoe to whi^ the last ntum was 
submitted, in the case of a first return, since the date of the incorporation of die 
oonqiatty, issued any invitation to the pubUc to subscribe for any shares or debcaitures 

the conqiany, (iO that, where the aeniMl return discloses the fmt that the numbmr 
of membets of die compare exceeds flffy, die excess oonsisls wholly of petsca» who 
under sub-clause (b) of danse (Hi) of sdi-seodon (7) of section 3 are not to be 
Inctuded in roolamiqg the numba ^ fifty; and that the conqiany has not invited or 
accepted deposits from die public, odm than ftom its membets, directots or their 
relatives. 

(d) If a oon^iany fails to comply with any of tbe provisions contained in this section 
or b tbe ptesoriM form of atmual return, die company, and every officer of tbe 
conqwriy who is in default, shall be punishable with fine which may extend to five 
hundred nqiocs for every day durfaig i^ch the default continues. 

131. (I) A company having a share capital, whether or not it has issued a prot^ectus 
inviting tbe public to subscribe for its shares, shall not at any dme commence any 
business unlcm— 

(a) die company has iq>|»oved of the commetiocmcat of any such business by a 
special reaohitim passed hi that behalf by it in general meeting; and 

(b) there has been filed widi the Registrar a duly verified declaration by one cf 
die directots or the acetetaty or, where the company has not iqipointed a secretary, 
a secretary in vdaile-time |«acdoc, in the prescribed form, diat clause (a) of this sub¬ 
section or, as the case may be, sub-section (2) has been oonqillod wIUl 

(2) Notwithstanding anyddog oontalnod in sub-seotloo (7), where no such qwdal 
reaolutkm as Is referred to in that aub-seotion is ptmtd but voles osst (wfaether ott 
a abc^ of hands, or, as the esse may be, on a pofi) b bvout of (be pwipoasl to 
commence any busbess contained b the resabitba movtiil b ibat fBOml toeetbg 
(boludbg the casting vote, if any, of tbe chahniao) hy mcinbeti who^ befag entitled to 
do so, vote b person, or where proxies, arc allowed by proxy exceed the votes. If sny, 
oast against tbe proposal by members so entitled and voting, the Tribunal may, on an 
appHoation made to it by the Board b tlib briialf, allow the oon^iany to oommenoe 
su^ busbeas as If the proposal had been pamed by a special resolution by the 
compare b gcoctal meeting. 
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(S) Any contract made by a company bcfcne the date at which it la endded to 
oonunmoe huafaicaa ahall be pfovlakitial only and ahall not be binding on the oonqiany 
until that date, and on that date it ahall beconc binding. 

(4) Nodilng in thia aectkin ahall prevent die aimultancoua (rffer for aubaotipdoo or 
allotment of any ahaiea and debentures or the reodpt of any money payable on 
applicadon for debentures. 


(5) If any company commences business or exorcises borrowing poweta In 
contravendon of this sccdon, every person who la responsible for the conltavendoii 
shall, without prejudice to any other liability, be punishable with fine which may eyfauid 
to five thousand nqiees fat every day during which the ocmtraventloo oondmies. 

((^ Nodiing in this section shall apply to a Oovemmeot company. 

Gentral provisions regarding registers and returns 


132. (I) The register of members commeociDg from the date of the registradoo of 
die company, the index of members, the register and index of debenture boldera, and 
cc^ies of all annual returns prepared undo section 130, shsll be kept at the registoed 
office of the company: 

Provided that such registets, indexes and returns or any or more of them may, 
of being kept at the registered office of the company, be kept at any odicr place within 
the city, town or village in which the registered c^ce is situate, or within any other 
city, town or village in whidi a substantial nunbtt of members or ddieniure holders 
entoed in die register of members or debmture holders, as the case may be. reside, 
if- 
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(i) such other place has been ai^proved for this purpose by a special resolution 
passed by the oompaiQr in general meeting, and 

(ii) the Registrar has bem given in advance a copy of the propoacd qiccial 
resolution. 

(2) Notwithstanding anything contained in sub-seotioo (i), the Central Oovemment 
may make rules for the preservation, and for the disposal whether by destruotlon or 
otherwise, of the registers, indexes and returns referred to In sub-section (7). 

(5) The registers, indexes and returns referred to in sub-section (7) shall except when 
the register of members or debenmre holders is closed under the provisions of this Act, 
be cqien during business hours (subject to such rcascmablc restrictions, as the company 
may impose, so that not less than two hours in eadi day ate allowed for Inspootion) to 
the inspection— 

(a) of any member or debenture holder, without any fee; and 

(b) of any other person, on payment of such sum as may be prescribed for each 
inaction. 

(4) Any such memba, debenture holder or other person may— 

(a) make extracts from any register, index, or copy referred to in sub-sectimi (7) 
without any fee or additional fee, as the case may be; or 

(b) require a copy of apy such register, index or copy or of any part tiioteof, on 
payment of such sum as may be prescribed 
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(J) The oompany shall cause any copy ttsquired by any petson ntwW (fc) of 

sub-sccdoo (4) to be sent to that person within a period erf ten wotldns days ftom die 
day on which the requirement is received by die company. 

(6) If any inspecdon, or the making of any extract requited under this aecdott, is 
reftised, or if any copy requited under this section is not sent within tb; poiod 
qieoifled in sub-secdon (J), the company, and every officer of the cooqiany who is In 
a default, shall be punishable, in respect of each offence, with fine which may extend 
to five hundred nqiecs foe every day during which die teftisal or defiuilt 

(7) The Tribunal may also, by order, compel an immediate Inflection of the 
document, ot direct that an extract thezeerf shall forthwith be allowed to be 1^ the 
person requiring it, or that the copy shall fmihwidi be sent to the person teqidrilig it, 
as the case may be. 

(8) The roister of membem, register <rf debenture holders and unml returns referred 

to far seodoo 133, shall be prima facie evidence of any mattms or authorfaed 

to be iosmted therein by this Act 

Meetings and its proceeding 

133. (i) Every company shall in each year hold in addldoo to any other * 

general mooting as its annual genmal meeting and shall specify the mnniing m «if.h In 
die nodoea calling U; and not mote than fifteen months shsU dapse between the 't^ tr of 
one annual general meeting of a company and th«r of the next 

Provided diat a comparQr may hold its first annual general meeting within a period 
<rf not more than eighteen months from the date of Its incotpotadoo; and If such general 
meeting is held widiln that period, it shall not be necessary for the company to hold 
any annual general meeting b die year of its Incorporadoo car in the fdlowing yean 

Provided fiirdier diat die Registrar may, for any fwclal reason, extend the dme within 
which any annual general meeting (not being the first annual general meeting) shall be 
held, by a period not exceeding three moot^. 

(2) Every annual general meeting sh al l be called during busincBs hours, on a day rt»»* 
b not a public holiday, and shall be hold either at the registned office of the company 
or at some other place within the city, town at village in which the regbtered office of 
die comparty b situate: 

Provided that the Central Oovemment may exenqit any class of ftoto the 

provbioos <rf tfab sub-sectioo subject to such condidoos as it may intone: 

Provided ftndier diat— 

(o) a pnblic company ot a private emnpony vdikh b a subsidiary at a public 
oompatiy. may by its artloles fix the dme for its annual genual meedngs and may 
also by a mohidon passed in one atURial general meeting fix the riw>« for Us 
subsequent atmual general meetings; and 

(b) a private company which b not a subaidiaty of a puUic oonqiany. may in Uke 
manner and also by a resolution anbed to by all the ramAxm thereof, fix the titmi as 
well as the place fix its annual goiual nmeting. 



Sbc.Z] 


THE GAZETTE OF INDIA EXTRAORDINARY 


89 


(S) If default is made In holding an annual gencnl meeting in aoootdanoe with this 
aeotlon, the Tribunal may, notwithstanding atQrthing in this Act or In the aitklcs of the 
compaiqr, on the applicadon of any member of the company, call or direct die calling 
of, gminal tneednig of the company and give such andllaiy or oorneqnciitlal direcdoiis 
as the 'Mbunal dilnloi expedient in relation to the calling, holding and oooducdng of the 
meeting. 

ExpUuiation .—Ihc direcdoos that may be given under thiy sub-aecdoo may tiif'hwtn 
a direction that one member of the company present in person or by proxy ahall be 
deemed to constitute a meeting. 


{4) A general meeting held in pursuance of sub-secdon (5) shall, su^ect to any 
directions of the Tribunal, be deemed to be an annual gnetal meeting of the oompmay. 

(5) If a default is made in holding a meeting of the company in accordance with this 
aecdon, or in complying with any dlttx^ons of the Tribunal under sub-seetko (S), the 
company, every officer of the company who is In default, shall be punishable with 
fine which may extend to fifty thousand rupees and in the case of a onurimihig a 
default, with a furdicr fine which may extend to two thousand five hundred nqioos for 
every day after the first during which such a default continues. 


134. (J) Ihe Board shall, on die tequlsidon of such number of members of the 
conniany as is specified in sub^ecdon (4), forthwith proceed duly to call an 
extraonUtuoy gen^ meeting of the company which shall be held cither at the 
registered office cf dm company or at some odier place within the dty', town or village 
in whldi the registered dfice of the company is situate. 

(2) The requisition shall set out the matters fm the consldctstioa of wfakh the 
is to be called, shall be signed by die requlsidoiiiiits, and shall be deposited at the 
registered office of the company. 


Calling of 
extra¬ 
ordinary 
general 
meeting on 
requisidem. 


(J) The requisition may consist of several documents in like form, each signed by 
one or more requisidoni^. 


(4) The number of members endded to requlsidoo a meeting in regard to any matter 
shall be— 


(a) in the case of a company having a diare capital, simb number of them as hold 
at die date of die dcqxisit of the requlsidoo not less than ooe-tcbdi of such of dm 
paid-up capital of the company as at that date carries the right of voting far regard 
of diat matter, 

(h) in the case of a company not having a share capital, such number of d ym as 
have at die date of deposit of the requisitioa not less than one-tenth of die total 
voting power of all the members having at the said date a right to vote in regard to 
that matter. 

(J) Where two or more distinct matte rs are specified in die requisldoo, the ptoviskuis 
of sub-seGtkn (4) shall apply separatdy in regard to audt such matter; and dm 
requisition shall accordingly be valid only in reqiect of those matters in regard to which 
the condition qiecified in that sub-acodon is ftilflUed. 

(d) If the Board docs not, within twenty-orm days ftom die of the A.pn-li of a 
valid requisition in regard to any matters, ptoo^ duly to call a meeting for the 
considetatioa of those matten on a day not later than forly-five days ftom the date of 
the dqposit of the requisition, dm mec^g may be called— 





90 


THE GAZETTE OF INDIA EXTRAORDINARY 


[Part II~ 


Sections 
136 to 144 
to apply to 
mcet^gs. 


Length of 
notice for 
calling 
meeting. 


(a) by the lequisidonists thcinaelves; 

(b) in d>e case of a company having a share capital, by such of the tequisitionists 
as represent either a majority in value of the paid-up share ciq>ital held by all of them 
or not less than one-tenth of such of the paid-up share capital of the company as is 
referred to in clause (a) of sub-section (4), whichever is less; or 

(c) in the case of a company not having a share coital, by such of the 
tequisitionists as represent not less than one-tenA of the total voting power of all the 
membets of the company referred to in clause (b) of sub-section 

Explanation .—For the purposes of this sub-section, the Board shall, in the case of a 
meeting at which a resolution is to be proposed as a special resolution, be deemed rmt 
to have duly convened the meeting if they do not give such notice thereof as is 
required by sub-section (2) of section 149. 

(7) A meeting called under sub-section (6) by the tequisitionists or any of them shall 
be called in the same manner, as nearly as possible, as that in which meetings are to 
be called by the Board; but shall not be held after the expiratiem of three months ftom 
the date of the deposit of the requisition. 

(5) Where two or more persons bold any shares or interest in a company jointly, a 
requisition, or a notice calling a meeting, signed by the first of them shall, fca the 
purposes of this section, have the same force and effect as if it had been signed by all 
of them. 

(9) Any reasonable expenses incurred by the tequisitionists by reason of the failure 
of the Board duly to call a meeting shall be re-paid to the rcquisitlonists by the 
company; and any sum so paid shall be recovered by the company out of any sums due 
or to become due from the company by way of fees or other remuneration for their 
services to such of the directors as were in a default. 

135. (7) The provisions of secdons 136 to 144— 

(0 shall, notwithstanding anything to the contrary in the articles of the company, 
apply with respect to general meetings of a public company, and of a private 
company which Is a subsidiary of a public company; and 

(it) shall, unless otherwise specified therein or unless the articles of the company 
otherwise provide, apply with respect to general meetings of a private company which 
is not a subsidiary of a public company. 

(2) Unless the articles of the company or a contract binding on the persons concerned 
otherwise provide, sections 136 to 144 with such adaptations and modiftcations, if any, 
as may be prescribed, shall apply with respect to meetings of any class of members, or 
of debenture holders or any class of debenture holders, of a company, in like manner 
as they apply with respect to general meetings of the company. 

136. (7) A general rneedng of a company may be called by giving not less than 
twenty-one days' notice in writing. 

(2) A general meeting, other than the annual general meeting of a listed public 
company, may be called after giving shorter nodec than that specified in sub-secdon (7), 
if consent Is accorded thereto— 

(i) in the case of an annual general rneedng, by all the members endtled to vote 
thereat; and 
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(ii) in the case of any other meeting, by members of the company— 

(a) holding, if the company haa a share coital, not leas than ninety-five per 
cent, of such part of the p^d-up share capital of the company as gives a right to 
vote at the meeting; or 

(b) having, if the company has no share coital, not less than ninety-five per 
cent, of the total voting power exercisable at that meeting; 

Provided that where any members of a company are entitled to vote only on some 
resolution or resolutions to bo moved at a meeting and not on the odiers, those 
members shall be taken into account for the purposes of this sub-section in reflect of 
the former resolution or resolutions and not in respect of the iattex. 

137. (i) Every notice of a meeting of a company shall specify the place and flic day 
and hour of the meeting, and shail contain a statmnent of the business to be transacted 
thereat and the notice of an anniml gcnbral meeting shall also state that the registers 
maintained imdcr sections 128, 237 and 241 shall be open for inspection during and at 
the place of meeting. 

(2) Notice of every meeting of the comi»ny shall be given— 

(i) to every member of the company, in any manner authorised by sub-sections 
(J) to (4) of section 26; 

(ii) to the persons entitled to a share in consequence of the death or insolvmcy 
of a member, by sending it through the post in a pre-paid letter addressed to them by 
name, or by the title of representatives of the deceased, or assignees of the insolvmt, 
or by any like description, at the address, if any, in India supplied for the purpose 
by the pcrsois claiming to be so entitled, or until such an address has been so 
supplied, by giving the notice in any manner in which it might have been given if 
the death or insolvency had not occurred; and 

(Hi) to the auditor in’ auditors for the time being of company, in any manner 
authorised by section 26 in the case of any member or membem of the company; 

Provided that where the notice of a meeting is given by advntising the same in a 
newspaper circulating in the neighbourhood of the registered office of the company 
under sub-section (5) of section 26, the statement of material facts lefotcd to in sub¬ 
section (2) of section 138 need not be annexed to the notice as required by that section 
and it shall be sufficient if the advertisement mentions that the said statement has been 
forwarded to the membem of the company. 

(5) The accidental omission to give notice to, or the non-receipt of notice by, any 
member or oflu^ person to whom it should be given shall not invalidate the proceedings 
at the meeting. 

138. (J) For the purposes of this section— 

(a) in the case of on annual general meeting, all business to be transacted at the 
meeting shall be deemed special, with the exception of business relating to (i) the 
consideration of the accounts, balance-sheet and the reports of the Board and auditors, 
(ii) the declaration of a dividend, (Hi) the a|^intment of directon in the place of 
those retiring, and (tv) the tqipointmmt of, and the fixing remuneration of the 
auditors; and 
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{b) in the case of any other meeting, all business shall be deemed special. 

(2) Where any items of business to be transacted at the meeting are deemed to be 
special as aforesaid, there shall be annexed to the notice of the meeting a utiitewimt 
setting out all matoiaJ facts concerning each such item of business, including in 
particular the nature of concern or interest m' the financial implications and specific 
nature of the interest of any director or his teladves or the manager, if any, in such a 
manner as to enable a shareholder to exercise his judgment in a meaningful manner: 

Provided that where any item of special business as aforesaid to be transacted at a 
meeting of the company relates to, or affects, any other company, the extent of 
shareholding interest In that other company of every director his relatives and the 
manager, if any, of the first mentioned company shall also be set out in the statement 
if the extent of such shareholding interest is not less than twenty per cent of the paid- 
up share capital of that other company. 

(3) Where as a result of the non-disclosure or insufficient disclosure being made by 
a director or manager, if any benefit accrues to the director or his relatives or manager 
either directly or indirectly, the director or the manager shall hold such b^icfit in trust 
for the benefit of the company and he shall, without prejudice to any other penalty 
leviable under this Act or under any other law fm- the time being in fOTcc, be liable to 
reimburse the company or where such beneflt cannot be detetmined in terms of 
monetary value, compensate the company to the extent of the benefit received by him 

(4) Where any item of business consists of the according of approval to any document 
by the meeting, the time and place where the document can be inspected shall be 
specified in the statement aforc^d. 

(5) If default is made in cmnplying with the provisions of this section, every officer 
of the company shall be punishable with imprisemment for a term which shall not be 
less than she mcaiths but which may extend to five years and fine which shall not be 
less than ten thousand rupees. 

139. (i) Unless the articles of the company provide for a larger number, two 
members personally present in the case of a private company, five members personally 
present in the case of an unlisted public company arnl fifty members or members 
constituting one per cent, of the total munber of members of the company, whichever 
is less, personally present in the case of a listed public company shall be the quorum 
for a meeting of the company. 

(2) Unless the articles of the company otherwise provide, the provisions of sub¬ 
sections (3), (4) and (5) shall apply with respect to the meetings of a company. 

(3) If within half an hour from the time appointed for holding a meeting of a 
company, a quorum is not present, the meeting, if called upon the requisition of 
members, shall stand dissolved. 

(4) In any other case, the meeting shall stand adjourned to the same day in the next 
week, at the same time and place, or to such other day and at such other time and 
place as the Board may determine. 

(5) If at the adjourned meeting also, a quorum is not present within half an hour 
from the time appointed for holding the meeting, the members present shall be a 
quorum. 
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140. (1) Unless the articles of the company otherwise {Movidc, the chairman of the 
Board, if any, shall preside over all the meetings of (he company and where the 
chairman is absent, the membets personally present at the meeting shall elect one of 
thernsclves to be the chairman thereof on a ^k>w of hands. 

(2) If a poll is demanded on the election of the chairman, it shall be taken forthwith 
in accordance with the provisions of this Act, and the chairman elected on a show of 
hands shall exercise all the powers of the chairman. 

(3) If some other person is elected c hair man as a result of the poll, he shall be 
chairman for the rest of the meeting. 

141. (i) Any member of a company endtled to attend and vote at a meeting of the 
company shall be endtled to appoint another person (whether a member c» not) as his 
proxy to attend and vote on a poU instead of hims elf irrespective of the number of 
shares he holds and once a proxy is given it shall be final: 

Provided that unless the articles otherwise provide,— 

(a) this sub-secdon shall not apply in the case of a company not having a share 

capital; 

(b) a member of a private company shall not be entitled to appoint more than one 

proxy to attend on the same occasion; and 

(c) proxy shall be made in favour of one or more persons alternatively, but not 

more than one form shall be executed. 

(2) In every notice calling for a meeting of a company which has a share capital, or 
the articles of which provide for voting by proxy at the meeting, there shall appear with 
reasonable prominence a statement that a memlxr entitled to attend and vote is entided 
to appoint a proxy, to attend and vote on a poll, instead of himself, and that a proxy 
need not be a member. 

(3) If default is made in complying with sub-secdon (2) as respects any meeting, 
every officer of the company who is in a default shall be punishable with fine which 
may extend to fifty thousand rupees. 

(4) Any provision contained in the ardcies of a public company or of a private 
company which is a subsidiary of a public company, which specifies or requires a 
longer period than forty-eight hours before a meeting of the company, for depositing 
with the company or any other person any instrument appointing a proxy ca any other 
document necessary to show the validity or otherwise relating to the appointment of a 
proxy in order that the appointment may be effective at such meeting, shall have effect 
as if a period of forty-eight houis had been specified in or required by such provision 
for such deposit. 

(5) If for the purpose of any meeting of a company, invitatiems to appoint as proxy 
a person or one of a number of pcisons specified in the invitations arc issued at the 
company’s expense to any mchiber entitled to have a notice of the meeting sent to him 
and to vote thereat by proxy, every officer of the company who knowingly issued the 
invitations as aforesaid or wilfully authorises or permits their issue shall be punishable 
with fine which may extend to ten thousand rupees: 

Provided that an officer shall not be punishable under this sub-section by reason only 
of the issue to a member at his request in writing of a form of appointment naming the 
proxy, or of a list of petsons willing to act as proxies, if the ftam or list is available 
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cm tequest in writing to every member ratiticd to vote at the meeting proxy. 

(6) The instrument iqipointing a proxy shall— 

(a) be in writing; and 

(b) be signed by the appolntcr or his attorney duly authorised in writing cx, if the 
appointer is a body corporate, be uiHkr its seal or be signed an officer or an 
atbmicy duly authorised by it and shall be furnished within the prescribed time. 

(7) An Instrument appointing a proxy, in any of the prescribed forma or a power of 
attenney authorising any persem to attend the meeting shall not be cpiestkmod cm the 
ground that it fads to comply with any special tequiremeots specified for such 
inatntmciit by die articles. 

(B) Every member entitled to vote at a meeting of the company, or on any resolution 
to be moved thereat, shall be endded during the pericxl beginning twenty-four hours 
before the time fixed for the commencement of the meeting and ending with the 
exmdusiem of the meeting, to inspect the {xoxics lodged, at any dme during the Imsiness 
hours of the cxmipany, ^Ject to the exmdition that not less dian three days’ notice in 
writing of the intently so to Inspect is given to the ccmqiany. 

Voting and 142. (7) At any general meeting, a resedution put to the vote of the meeting shall, 
demand for unless a poll is elemanded under sub-sectiem (3), be decided on a show of hands. 

pedL 

(2) A declaraticm by the cdiaitman in pursuance of sub-soctiem (7) dial cm a show of 
hands, a rescduticm has or has not been carried, or has ctt has not been carried either 
unanimously cv by a particular majority, and an entry to that effect in the bemks 
oemtaining the minutes of the proceedings of the company, shall be ccmclusivo evidence 
of the fact, without fwoof of the number or proportiem of the votes cast in favour of or 
against su^ resolution. 

(3) Bdfote cm the declaration of the result of the voting cm any resoluticm cm a 
show of hands, a poll may be ordered to be taken by the chairman of the meeting of 
his own motion, and shall be ordered to be taken by him cm a demand made in that 
bdialf by the persons or persem specified below, that is to say,— 

(a) in the cxise of listed public company having a share capital, by, any member 
or members presmt in persem or by proxy and bolding shares in ^ ccmipany— 

(i) which confer a power to vote cm the resoluticm not being less than one- 

himdredth of the total voting pown in respect of the resoluticm, or 

(ii) cm which an aggregate sum of not less than five laldi rupees has been paid 

up, whichever is lower, 

(b) in the case of a private ccmipany having a share c:^ltal, by cme member having 
the right to vote cm the resolution and present in persem or by proxy, if not more than 
seven such members are personally preset, and by two such members preset in 
person cx by proxy, if more than seven such membets arc personally present, 

(c) in the case of any other cxmipany, by any member or members present in 
persem or by proxy and having not less than cme-tenth of the total voting power in 
reiqwct of Ite resolution. 

(4) The demand for a poll may be withdrawn at any time by the persem cm persons 
who made tiie demand. 
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(5) A poll demanded on a question of adjoununent shall be taken forthwith. 

(6) A poll d^aoded on any other question (not being a question relating to the 
election of a chalnnan which is provided f(» in section 140) shall be taken at such 
tiinr. not being later than forty'eight hours from the time when the demand was made, 
as the chairman may direct. 

(7) Subject to the provisions of this Act, the chairman of the meeting shall have 
power to regulate the manner in which a poll shall be taken. 

{8) The result of the poll shall be deemed to be the decision of the meeting on the 
resolution on which the poll was token. 

(9) On a poll token at a meeting of a company, a member entitled to mote than one 
vote, or his proxy, or otha person entitled to vote for him, as the case may be, need 
not, if he votes, use all his votes or cast In the same way all the votes be uses. 

{10) Where a poll is to be taken, the chairman of the meeting shall appoint two 
scrutineetB, who are manbers, not being officers of the company to scrudniso the votes 
given on the poll and to report thereon to him. 

{11) The chairman shall have power, at any time before the result of thfc poll is 
declared, to remove a standneer from office and to fill vacancies in the office of 
scrutineer arising from such removal or from any other cause. 

143. {!) Notwithstanding anything contairicd in this Act, no member shall exercise 
any vo^g right in respect of any shares registered in his name on which any calls or 
other sums presently payable by him have not been paid, or in regard to which the 
company has and has exercised any right of lien. 

(2) A public company, or a private company which is a subsidiary of a public 
company, shall not prohibit any member from exercising his voting right on the ground 
that he has not held his share or other interest in the company for any specified period 
preceding the date on which the vole is taken, or on any other ground not being a 
ground set out in sub-section (/). 

144. {!) If for any reason it is impracticable to call a meeting of a company, other 
than an annual general meeting, in any manner in which meetings of the company may 
be called, or to hold cw conduct the meeting of the company in the marmer prescribed 
by this Act or the articles, the Tribunal may, cither of its own motion or on the 
application of any director of the company, or of any mimbcr of the company who 
would be entitled to vote at the meeting,— 

{a) order a meeting of the company to be called, held and conducted in such 
manner as the Tribunal thinks fit; and 

{b) give such ancillary or consequential directions as the Tribunal thinks expedient, 
including directions modifying or supplementing in relation to the calling, holding and 
conducting of the meeting, the operation of the provisions of this Act and of the 
company's articies. 

Explanation .—Ihc directions that may be given undn this sub-section may include 
a direction that one member of the company present in person or by proxy shall be 
deemed to constitute a meeting. 
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(2yAny meeting called, held and cooducted in accotdanoe with any auoh otder whall, 
for dll putpoaea, be deeoMd to be a meeting of the ounpany duly called, held 
conducted. 

145. (1) A bodty ooiporatc (whether a company within the meaning of thb Act or not), 
may— 


(a) if it ia a member of a company within the meaning of this Act, by tesolutlcat 
of Ita Board or other governing body, authorise such peooti as it rtilnb« fit to act ad 
its representative at any meeting of the oompany, or at any meeting of arty claaa of 
memben of the company; 

(b) if it is a oeditor (Including a holdct of debentures) of a company within the 
meaning of tiiis Act, by resdution of its dbectors or other governing bo^, nnthorfafi 
such person as it thinlts fit to act as its re p te se ntative at any meeting of any creditors 
o( the company held in putsuanoc of this Act or of any rules rnad e thereunder, or in 
pu rsu a n ce of the provisions contained in any debenture or trust deed, as the case may 
be. 


(2) A person autfacttised by resolution as aforesaid shall be radded to exctelae the 
same tights and powers (Including the right to vote by proxy) on behalf of the body 
cuporate whi<di he i^iteaents as that body could exercise if It were an iiulividual 
member, creditor at holder of debentures of the oompany. 

(3) The Ptesid^t of India or the Oovcinor of a State, if be is a member at a 
oonqiany, may appoint such person as he thinks fit to a<d as his retteaentative at any 
meeting of the oompany or at any meeting of any class of members of the cotnpatty. 

(4) A person appointed to act as aforesaid shall, for the purpoacs of this Act, be 
deemed to be a member of such a company and shall be entitled to cxercbe the same 
rights and powers (Including the right to vote by proxy) aa die Plealdent or, as die case 
may be, die Governor could exercise as a member of the company. 

144. (J) Sui^ect to the provisioos of this seetkn, a oonqiany shall, on the requisition 
in Meriting of sudi number of members as is hereinafter apedSed and (unless the 
comparty otharvise resolves) at the expoise of die tequisidonials,— 

(a) give to members of the oompany endded to receive notice of the next aimml 
geimal meeting, notice of any rcaolution vrhlch may prope r ly be moved and is 
intetidod to be moved at that meeting; 

(b) circulate to membra entitled to have notice of any general meeting aent to 
them, arty statement of not mote than one thousand words with reflect to the matter 
referred to in any proposed resolution, or any busineas to be ^>alt with at that 
meeting. 


(2) The number of membra neoesBaty for a requMdon under suhwidmi (7) Aall 
be— 


(a) such number of members as represent not less than one-twentieth of the total 
voting power of all die members having at the data the requisition a right to vole 
on the rcaolution or bustnesB to which die requiaitlan relates; or 

(b) not less than one hundred membra baying the right aforesaid and 
shares in the company on which there has been paid-up an aggregate sum of not lem 
dum one laldi rupees b aO. 
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(5) Nodcc of any such resolution be given, and any such statement shall be circulated 
to members of the company entitled to have notice of the meeting sent to them, by 
serving a cc^ of the resolution or statement on each monber in any manner permitted 
for service of notice of the meeting; aiul notice of any such resolution shall be given 
to any other member of the company by giving notice of the general effect of the 
rcsoiution in any manner permitted for giving him notice of meetings of the company: 

Provided that the copy shall be served, or notice of the effect of the resolution shall 
be given, as the case may be, in the same manner and, so far as practicable, at the 
sarr.o time as notice of the meeting, and where it is not practicable for it to be served 
or given at that time, it shall be served or given as soon as practicable thereafter. 

{4) A company shall not be bound under this section to give notice of any resolution 
or to circulate any statement unless— 

(a) a copy at the requisltlca signed by the roquisitiaiiists (or two or more ethics 

which between tl^n contain the signatures of all the rcqulsitionists) is deposited at 

the registered office of the company— 

(i) in the case of a requisition requiring notice of a resolution, not less than she 
weeks before the meeting; 

(ii) in the case of any other requbltion, not less than two weeks before the 
meeting; and 

(b) there is dcqxMitcd or tendered with the requisition a sum reasonably sufficient 

to meet the company’s expenses in giving effect thereto: 

Provided that if, after a copy of a requisition requiring notice of a resolution has been 
deposited at the registered office of the company, an atmual general meeting is called 
for a date six weeks or less after the copy has been deposited, the copy, alAough not 
doposlted within the time required by tl^ sub-section, shall be deemed to have been 
properly deposited for the purposes thereof. 

(5) The company shall also not be bound under this section to circulate any statemmit 
if, on the application either of the company or of any other person who claims to be 
aggrieved, the Tribunal is satisfied that the rights conferred by this section are being 
abused to secure needless publicity for defamatory matter, and the Tribunal may order 
the company’s costs on an application under this section to be paid in whole or in part 
by the requisitionlsts, notwithstanding that they arc not parties to the applicadon. 

(6) Notwithstanding anything in the company’s articles, the business which nwy be 
dealt with at an annual general meeting shall include any resolution of which notice is 
given in accordance with this section, atxl for the purposes of this sub-aecdon, nodcc 
shall be deemed to have been given, notwithstanding accidoital omission, in giving it, 
one or more membets. 

(7) If default is made in complying with the provisions of this secdon, every officer 
of the company who is in default, shall be punishable with fine which may extend to 
fifty thousand rupees. 

147. (J) A resolution shall be an ordinary resoludon when at a general meeting of 
which the nodcc requited under this Act has been duly given, the votes cast (whether 
on a show of hands, or on a poll, as the case may be,) in favour of the resoludon 
(including the casdng vote, if any, of the chairman) by members who, being entided so 
to do, vote in person, or where proxies are allowed, by proxy, exceed the votes, if any 
cast against the resolution by members so endtlcd and voting. 
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(2) A resolution shall be a special resolution when— 

(o) it has been duly specified as such in the notice calling the general meeting or 
other intimation has been given to the members regarding such resolution; 

(b) the notice requited under this Act has been duly given of the general meeting; 
and 

(c) the votes cast in favour of the resolution (whethw tm a show of haiufa, or on 
a poU, as the cose may be,) by members who, being entitled so to do, vote in persoti, 
or where proxies ate allowed, by proxy, are not less than three times the number of 
the votes, if any, cast against the resolution by membos so entitled and voting. 

148. (I) Where, by any provision contained in this Act or in the articles, q)ecial 
notice is requited of any resolution, notice of intendon to move the tes<4ution shall be 
given to the company not less than fourtem days befere the meeting at which it is to 
be moved, exclusive of the day on which the notice is served or deemed to be served 
and the day of meeting together with a deposit of tm thousand rupees which shall be 
refundable if the resolution is passed. 

(2) The deposit made under sub-section (i) shall be fcvfelted if the resolution in 
respect of which intention is given under that sub-section is not supported by one pet 
cent, of the total number of shareholders present and voting at the meeting. 

(5) The company shall, immediately after the notice of the Intcndon to move any 
such resolution has been received by It, give its members nodoe of the resolution in 
the some manner as it gives notice of the meeting, or if that is not pracdcaUe, shall 
give them notice thereof, either by advertisement in a newspaper having an appropriate 
circuladon or in any other mode allowed by the articles, not less dum seven days before 
the meeting. 

149. Where a resolution is passed at an adjourned meeting of— 

(a) a company; 

(b) the holders of any class of shares in a company; or 

(c) the Board, 

the resoludon shall, for all purposes, be treated as having been passed on the date on 
which it was in fact passed, and shall rtot be deemed to have been passed on any 
earlier date. 

150. (i) A copy of every resolution (together with a copy of die statement of material 
facts annexed lU^r seetkw 138 to the notice of the meeting in which such resolution 
has been passed) or agreement to which this section applies shall, within thirty days 
after the passing or making thererrf, be printed or typei^tlen and duly certified under 
the signature of an officer of the company and filed with the Registrar who shall tecend 
the same. 

(2) Where articles have been registered, a copy of every resolution referred to in sub¬ 
section (i) which has the effect of altering the articles and a copy of every agreement 
referred to in that sub-section for the time being in force ahall be embodied in or 
annexed to every copy of the articles issued aftn the passing of the resohidon or the 
making of die agreement. 
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(5) Where articles have not been tegiatcred, a printed c<q)y of every lesolutloii ot 
agreement refrned to in sub-section (1) shall be forwarded to any member at hia 
request. 

(4) This section shall apply to— 

(a) special resedutions; 

(b) tcsolutions which have been agreed to by all the members of a c^inpany, but 
which, if not so agreed to, would not have b^ effective for their purpose uolosa 
they bad been pass^ as special resolutions; 

(c) any resolution of the Board or agreement executed by a conqMiny, relatiag to 
the appointment, reappointment or renewal of the appointmetU, w variation of tiie 
terms of appointment, of a managing director or a whtde-time director; 

(d) Tcaohitiotis or agreements which have been agreed to by all tiie members of 
any class of shareholders but which, if not so a^eed to, would not have been 
effective for their purpose unless tiiey had been paned by some pattloular ma|ocity 
or otherwise in some particular manner, and all resolutions or agreements wfaldi 
effectively bind all the membets of any class of shardiolden lbou|pt not agreed to by 
all those members; 

(e) resolutions requiring a company to be wound up voluntarily passed in pursuance 
of sub-section (J) of section 328; ai^ 

(fi c<^c3 of the terms and conditions of at:^intment of a sole selling agent 
appointed under section 232. 

(5) If default is made in cmnplying with sub-section (f), the company, and every 
officer of the company who is hr default, shall be punishable with flue which may 
extend to five hundred rupees far every day during which the default, continues. 

(6) If default is made in complying with sub-section (2) or sub-section (5), the 
company, and every officer of the company who is in a default, shall be |w ni a hah le 
with fine which may extend to Mie hundred rupees tor each oc^ in reject of ^lidi 
default is made. 

ISl. (J) Notwithstanding anything contained in die foregoing provisions of this Act, 
a listed {Hibllc company may, and in the case of resolutions relating to such business as 
die Central (Jlovcmmcnt may, by notiflcadon, declare to be conducted cmly by postal 
ballot, shall, get any resolution passed by means of a postal ballot. Instead of 
tranBacting the business in general meeting of the company. 

(2) Where a company decides to pass any resolution by lescxtlng to postal ballot, it 
shall send a notice to all the sbarcholdets, akmg with a draft resolution explaining die 
reasons therefor, and tequmting them to send their assoit or dissent in writing within 
a period of thirty days from the date of posting of the letter. 

(5) The notice shall be sent by registered post acknowledgment due, or by any other 
method specified by the Central Oovemment in this bdialf^ and shall Inclu^ vddi the 
notice, a postage pte-paid envelope f<» facilitating the communication of the assent or 
dissent of the shareholdcts to the resolution within the said period. 

If a resolution is assented to by a majority of the shareholders by means of postal 
ballot, it shall he deemed to have been duly passed at a general meeting ccmveiied in 
that behalf. 
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152. (7) Every company shall cause piinutcs of all proceedings of every general 
meeting and of all proceedings of every meeting of the Board or of every committee of 
the Board, to be kept by making within thirty days of the conclusion of every such 
meeting concerned, entries thereof in books kept for that purpose with their pages 
consecutively numbered. 

(2) Each page of every such book shall be initialled or signed and the last page of 
the record of proceedings of each meeting in such books shall be dated and signed— 

(a) in the case of minutes of proceedings of a meeting of the Board or of a 
committee thereof, by the chairman of the said meeting or the chairman of the next 
succeeding meeting; 

(b) in the case of minutes of proceedings of a general meeting, by the chairman 
of the same meeting within the aforesaid period of thirty days or in the event of the 
death or Inability of that chairman within that period, by a director duly authorised 
by the Board for the purpose. 

(J) In no case the minutes of proceedings of a meeting shall be attached to any such 
book as aforesaid by pasting or otherwise but may be kept on loose-leaf style and 
bound at such intervals as may be prescribed. 

(4) The minutes of each meeting shall contain a fair and correct smnmaiy of the 
proceedings diereat. 

(5) All appointments of officers made at any of the meetings aforesaid shall be 
included in the minutes of the meeting. 

(6) In the case of a meeting of the Board or of a committee of the Board, the 
minutes shall also contain— 

(a) the names of the directors present at the meeting; and 

(£>) in the case of each resolution passed at the meeting, the names of the directors, 
if any, dissenting from, or not concurring in, the resolution. 

(7) Nothing contained in sub-sections (7) to (4) shall be deemed to require the 
inclusion in any such minutes of any matter which, in the opinion of the chairman of 
the meeting— 

(a) is, or could reasonably be regarded as, defamatory of any petson; 

(b) is irrelevant or immaterial to the proceedings; or 

(c) is detrimental to the interests of the company. 

EjcplanaTion. —The chairman shall exercise an absolute discretion in regard to the 
inclusion or non-inclusion of any matter in the minutes on the grounds specified in this 
sub-section. 

(S) If a default is made in complying with the foregoing provisions of this section in 
respect of any meeting, the company, and every officer of the company who is in a 
default, shall be punishable with fine which may extend to five thousand rupees. 

(9) Minutes of meetings kept in accordance with the provisions of this section shall 
be evidence of the proceedings recorded therein. 
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(10) Where minutes of proceedings of any general meeting of the company or of any 
meeting of the Board or of a committee of the Board have been k^t In accordance 
with the provbions of this section, then, until the contrary is proved, the meeting shall 
be deemed to have been duly called and held, and all proceedings thereat to have duly 
taken place, and in particular, all appointments of directors or liquidators made at the 
meeting shall be deemed to be valid. 

153. (1) The books containing the minutes of the proceedings of any general meeting 
of a company, shall— 

(a) be kept at the registered office of the company, and 

(b) be open, during business hours, to the inspection of any member without 

charge, subject to such reasonable restriedons as the company may, by its articles or 

in general meeting impose, so however that not less than two hours in each day are 

allowed for inspccdon. 

(2) Any member shall be endtled to be furnished, within seven days after he has 
made a reqiKst in that behalf to the company, with a copy of any minutes referred to 
in sub-section (7), on payment of such sum as may be [described. 

(3) If any inspection required under sub-secrion (7) is refused, or if any copy required 
under sub-section (2) is not furnished within the time specified therein, the company, 
and every officer of the company who is in a default, shall be punishable with fine 
which may extend to five thousatKl rupees in respect of each offence. 

(4) In the case of any such refusal or a default, the Tribunal may, by «der, crunpcl 
an immediate inspecdon of the minute books or direct that the copy required diall 
forthwith be sent to the person requiring it 

(5) No document purporting to be a report of the proceedings of any general meeting 
of a company shall be circulated or advertised at the expense of the conq>any, unless 
it includes t^ matters required by sccdon 152 to be contained in the minutes of the 
proceedings of such meeting. 

(6) If any report is circulated or advertised in contravention of sub-secdon (5), the 
company, and every officer of the company who is in a default, shall be puidshable, in 
respect of each offence, with fine which may extend to fifty thousand rupees. 

Prohibition of simultaneous appointment of different 
categories of managerial personnel 

154. Notwithstanding anything contained in this Act or any other law or any 
agreement instrument, no company shall, appoint or employ at the same time, more 
than one of the following categories of managerial personnel, namely:— 

(a) managing director, and 

(b) manager. 


Inspecdon 

of minu te, 
books. 


Company 
not to 
appoint or 
emidoy 
cerddn 
different 
categevies 
of 

managerial 
personiwl 
at the same 
dme. 





102 


THE GAZETTE OF INDIA EXTRAORDINARY 


[Part II— 


Overall 

tnATlfniifin 

managerial 
ranuncra- 
ticm and 
managerial 
tcmunct- 
ation in 
caae cf 
absence or 
inadequacy 
of profits. 


ProhiUtloii 
of lax‘&ee 
paymonta. 


Managerial remuneration, etc. 

155. (1) The total managerial remuneration payable by a public company or a fnivate 
company which is a subsidiary of a public company, to its dhectots and its timnngpr in 
tetq>ect of any financial year shall not exceed eleven per cent of the net profits of 
company for that financial year ccHnputed in the manner laid down in section 252. 

(2) Ihe percentage above shall be exclusive of any fees payable to a director for each 
meeting of the Board, or a committee tfaoeof, attended by him: 

Provided that such fees shall not exceed five thousand rupees or such hl glirr mim as 
may be prescribed. 

(3) Within the limits erf the maximum remuneration specified in sub-section (1), a 
company may pay a monthly remuneratioo to its managing or whole-dmc director in 
aocMdanoe with die provisions of seeden 242 or to its manager in accordance with the 
provisions of sub-secdon (7) of secdon 257. 

(4) Notwithstanding anything contained m sub-secdons (1) to (3), but subject to the 
provisions of seeden 220, read with Schedule H, if, in any financial year, a company 
has no profits or its profits are inadccpiate, the company shall not pay to its directors 
and its managers by way of temuneradon any sum, exclusive of any fees payable to 
directors under sub-secdon (2) of section 242, except with the previous approval of die 
Central Government 

Explanation.—Pot the purposes of this secdon and sccdons 242 and 257, 
"remuneradon" shall include— 

(a) any expoidituie incurred by the company in providing any rmt free 
accxnomocladcai, or any other benefit or amenity b respect of accommodadem tree of 
charge, to any of the persons specified m sub-scedem (1)\ 

(b) any expenditure inourted by the oonqiany b providing any other benefit or 
amenity free of charge or at a cxmcessicmal rate to any of the persons «fnrr.iuiM; 

(c) any expenditute incurred by the company b reflect of any oUlgadon or 
service, which, but for such expenditure by the company, would have been incurred 
by any of the pemems aforesaicl; and 

(d) Bisy expenditure beurted by the company to effect any insurance cm the life of, 
or to provide any pension, annuity or gratuity fat, any of dm peraems afc»csaid at ids 
spouse or child. 

(5) Where any commissiem c» other remuneration payable to any officer ot employee 
of a company (not bebg a dlrecUv at a manager) is fixed at a percentage ctf, or is 
otfaerwiae based on, the net profits of the cooqwny, such profits shall be nalmilnirifl b 
the manner set out b secdons 252 and 253. 

155. No company shall pay to any ofilcer at employee thereof, whcdier b hb 
capacity as such or otherwise, remupctad<m fioe of any tax, at t^tarwiac nalfailntwd by 
refetenoe to, ot varying with, any tax payaUe by him or the rate or atatuturrl nite of 
any such tax, or die amount tfaer^. 

Explanation ,—b dds sub-secdon, the exptcuion "tax" mwatm income-tax, payabb 
under die Inoonie-tax Act, 1961. 
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157. Save as provided in this section, any provisitm, whether contained in the ardcloa 
of a company or in an agtccment widi a company or in any othcx inatnimctit, for 
exempting any person employed by the company as auditor fto^ « htdetnnifying him 
against, any liability whlc^ by virtue of any rule of law, would otberwlae attach to him 
in respect of any negligence, default, misfeasance, breadi of duty <« breach of trust of 
which he may be guilty in rcladon to the company, shall be void: 

Provided that a company may, in pursuance of any such provision as aforesaid, 
indemnify any such auditor of any expcmaes incurred in good faith and in die interest 
of the company and against any liability Incuned by him in defending any {noceedings, 
whether dvil at crimlml, in which judgmcmt is given in his favour or k which he is 
acquitted or discharged or in connection widi any application under section 442 in 
which relief is granted to him by Court, Regional Director or the Tribunal. 
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Prevention of management by undesirable persons 


158. (1) tf any person, being an undischarged insolvent,— 

(a) performs any of the flinctions of a director, or acta as or diaoharges any of the 
functions of the manager, of any cmnpany; or 

(b) directly or indirectly takes pert or is concerned b the pronntlon, fcamation or 
management of any company, 

he shall be punishable with imprlsmimcnt for a term which may extend to two years, 
or with fine which may extend to fifty thousand rupees, or with both. 
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(2) Where— 

(u) a person is convicted of any offence in ootineotlon with the promotion, 
formation or management of a cpmpany; or 

(b) in the course of winding up a company it appears that a person— 


(0 has been guilty of any dfence fat wbidi he is punlahaUe (wfaetiicr he has 
been convicted or not) under section 370; 


(ii) has otherwise been guilty, while an officer of the company, of any fraud or 
misfeasance in relation to tiie ccxnpany cM' of any breach of his duty to the 
conqtany; 

the Court may make an order that that person shall not, without the leave of the Court, 
be a director of, or in any way, whether directly or indirectly, be concerned or take part 
in the promotion, formation or managoneat of a company, for such period not 
exceeding five years as may be specified in the mder. 

(5) For the purposes of sub-section (2), the expression "the Court",— 

(a) in relation to the making of an order against any person by virtue of clause 
(a) th^eof, includes the Court by whldi he is convict^ as well as any Court 
^ving Jurisdiction to wind up the company as respects which the offence was 
committed; and 


(b) in relation to the granting of leave, means any Court having Jurisdiction to 
wind up the company as respects which leave is sought. 
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(4) A pctBon intending to apply for the making of an (xder under this section by the 
Court having jurisdictiem to wind up a company shall give not less than ten days 
notice of bis intention to the person against whom the order is sought, and at (he 
hearing of the application, the last-m^tioncd petson may appear and himself give 
evidence or call witnesses. 

(5) An applicatltm for the making of an order under this section by the Court having 
jurisdiction to wind up a company may be made by the Company Liquidator, or by the 
liquidator of the company, or by any person who is or has been a member or creditor 
of the company. 

((S) On the hearing of any application for an order under this section by the Company 
Liquidator or the liquidator, or of any application for leave under this section by a 
person against whom an order has been made on the application of the Company 
Liquidator or liquidator, the Company Liquidator ot liquidator shall appear and call tla; 
attention of the Court to any matters which sc<nn to him to be relevant, and may 
himself give evidence <x call witnesses. 

(7) An order may be made by virtue of sub-clause (0) of clause (b) of sub-section 
(2), notwithstanding that the person concerned may be criminally liable in respect of the 
matters on the ground of which the order is to be made. 

(8) If any person acts in contravention of an order made imdcr this section, he shall, 
in respect of each offence, be punishable with imprisonment for a term which may 
extend to two years, or with fine which may extend to fifty thousand rupees, at with 
both. 

(9) The provisions of this section shall apply to every company and shall be in 
addition to, and without prejudice to the operadon of, any other provision contained in 
this Act. 
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Restriction on appointment of firms and bodies corporate to offices 

159. (1) No company shall appoint c* employ any firm or body corporate to or in 
any office or place of profit under the company, other than the office of trustee for the 
holders of detenturcs of the company, for a term exceeding five years at a time. 

(2) Any office or place in a company shall be deemed to bo an office or place of 
profit under the company, within the meaning of this sccdon, if the person holding it 
obtains from the company anything by way of remuneradon, whether as salary, foes, 
commission, perquisites, the right to occrqry free of rent any premises as a place of 
residence, or otherwise. 

(5) This section shall not apply to a private cmnpany, unless it is a subsidiary of a 
public company. 


Dividends and manner and time of payment thereof 

160. (7) No dividend shall be declared or paid by a company for any financial year 
except out of the profits of the company for that year arrived at after providing for 
depreciadon in accordance with the provisions of sub-section (2), or out of the profits 
of the company for any previous financial year or years arrived at after providing for 
depreciadon in accordance with those provisions and remaining undistributed, or out of 
the both, or out of moneys provided by the Central Government or a State Oovemment 
for the payment of dividend in pursuance of a guarantee given by that Government: 
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Provided that every company shall before declaring or paying dividend for any 
financial year, make provision, from out of the profits of that financial year ctf any 
other financial year or years, for depreciation to the extent not provided for by the 
company in the last ten previous financial years. 

(2) For the purpose of sub-section (i), depreciation shall be provided eitha— 

(a) at the rates specified in Schedule III; or 

(b) on any other basis approved by the Central Government which-has the effect 
of writing off by way of deprecladon ninety-five per cent of the original cost to the 
compatiy of each such dqneciablc asset on the expiry of the tqieciflcd period; or 

(c) as regards any other depreciable asset for which no rate of depreciation has 
been laid down by this Act or any rules made thereunder, on such ba^ as may be 
approved by the Central Government by any general order published in the Official 
Gazette or by any special order in any particular case; 

Provided that if any asset is sold, discarded, demolished or destroyed for any 
reason before depreciatloo of such asset has been provided for in full, the excess, 
any, of the written down value of such asset over Its sale proceeds or, as the case 
may be, its scrap value, shall be written off in the financial yam in which the asset 
is sold, discarded, demolished or destroyed. 

(3) Tbe dividend declared under sub-section (1) shall be paid to the registered 
share-holder or to his order or to his bankers and when the dividend is payable to the 
bankers, no separate application need be filed by the bankers for payment of such 
dividend. 

(4) Notwithstanding anything contained in sub-section (i), no dividend shall be 
declared or paid by a company for any financial year out of the profits of the company 
for that year arrived at after providing for depreciation in acccndance with die 
provisions of sub-section (2), except after the transfer to the reserves of the cmi^any 
of such percentage of its profits for that year, not exceeding ten per cent., as may be 
prescribed; 

Provided that nothing in this sub-section shall be deemed to prohibit the voluntary 
transfer by a company of a higher percentage of its profits to the reserves in accordance 
with such rules as may be nude by the Central Government in this behalf. 

(5) Where, owing to inadequacy or absence of profits in any financial year, any 
company proposed to declare dividend out of the accumulated profits earned by it in 
previous financial year and transferred by it to the reserves, such dcclatadon of dividend 
shall be made only in accordance with a special rcsoludon passed by the sharcholdms. 

(6) No dividend shall be payable except in cash: 

Provided that nothing in this sub-secdon shall be deemed to prohibit the capitalization 
of profits or reserves of a company for the purpose of issuing fiiUy paid-up bonus 
shares, or paying up any amount, for the time being unpaid, on any sharra held by the 
members of the company: 

Provided further that reserves created by revaluation of company's assets wtmll not be 
used by it for the issue of bonus shares. 
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(7) No company shall give, or no shareholder (including any proxy given by him) 
shall demand or accept, any gift either in cash or kind eidict at any general meeting ot 
otherwise in lieu of or in addition to the dividend payable under this section. 

(8) For the purposes of this section— 

(u) specified period" In respect of any d^rociablc asset mean the number erf 
years at the end of which at least ninety-five per cent, of the original cost of that 
asset to the emnpany will have been provided for ly way erf depreciation if 
dc{weciatic«i were to be calculated in accordance with the provisions of section 253; 

(h) any dividaid payable in cash may be pmid by cheque ot warrant 8«rt ifatoogh 
the post directed to the registered address trf the sh^herfehar entitled to the payment 
of the dividend, or in the case of joint shareholders, to Ac registered address of that 
one of the joint shareholders which is first named on Ac register of tnwnl-^y or to 
such peratm and to such address as Ac sharcholdos ot the joint may in 

writing direct; ^ 


(c) "gift" does not include any discount couptm or any food or beverages offered 

at any general meeting. 

(9) Where the {novisions of sub-section (7) are contravened, Ac company, and every 
officer of the company who is A default, and Ae shareholder coucemod, shall be liable 
to fine which may extend to ten times Ae value of Ac gift given and 
accepted. 

X61, (1) Where a dividend has been declared by a company but has not been paid, ot 
claimed, within thirty days ftom Ae date of the declaration to or by any. 
cmtltled to such payment Ac company shall, within seven days from thcArte of expiry 
of the said thirty days, transfer Ae total amount of dividend which itanains mqwd <» 
unclaimed to a special account to be called "Unpaid Dividend Account of 
.Company Limited/Company (Private) Limited". 

Explanation —fa this sub-section, Ae expression "dividend which remains unpaid" 
means any dividend Ae warrant in respect thereof has not been encashed or which has 
oAnwiae not been paid or claimed. 

(2) Every company that has transferred Ac amount to Ac account referred to in sub¬ 
section (f) shall, along wiA Ac notice of annual general meeting, following 
irnmcdiatcly after such transfer and Acicafta at every anniml meeting until such 
dividend is paid or Ae expiry of polod of seven years ftmn such transfer, whichever 
is earlier, give notice to every shareholder who has not been paid has not 

Ac dividend stating Aercln the amount of dividraid he is entitled to nUim fiom it 

(3) If default is made in transferring Ae total amount referred to in sub-scctioti (/) 
or any part thereof to Ac unpaid divldoid account of Ac concerned company, the 
company shall pay, from Ae dale of such default, interest on so much of Ac amount 
as has not becii transfetred to the said account, at Ac rate of twelve per cent per 
annum and Ae interest accumulating rm such amount shall enure to Ae benefit of the 
members of Ae company, in proportion to Ae amount remaining unpaid to them. 

(4) Any money transferred to the unpaid Avldcnd account of Ac ccanpany in 
pursuance of this secdon, which remains unpaid or unclaimed for a period of seven 
years fixnn Ac date of such transfer, shall be transferred Ae company to Ac General 
Revenue Account of Ae Cratral Government and after such transfer, no claim for 
payment of Avidend shall lie ftom any shareholder against Ac emnpany or Ac Central 
Govemmemt. 
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The oompatiy ahall, when making any transfer under sub'seodon to the OeoMal 
Revenue Account of die Ctttial Oovctnment any unpaid or unclaimed dividend, fimiafa 
to such officer as the Central Qovenmicmt may appoint in this behalf a statement In the 
ptesetibed form which shall ctmtain all the details of the amounts Innafetted. 


(($) If a company fialls to oonytly with any of the requitements of this section, the 
company, and every officer of the company who is in a default, shall be punisiiablc 
with iffipriaoninent which may extend to two years and with fl«ie whltji may rittetul to 
five dKNuand rupees. 

(7) Where a dividend has been declared by a company but has not been paid, or dxi 
warrant in respect thereof has not been posted, within thirty days ftmn the date of dm 
declaradon, to any aharebolder endded to the payment of the divldmid, every director 
of the company shall, if he is knowingly a party to die defaiilt, be punishable with 
imprisonment for a tem which may extentd to two years and shall also be liable to fl«e 
which may extctKl to fifty thramnna rupees: 

Provided diat ik> offence shall be deemed to have beot oommitted iwwW this seodoo 
in the foUowitrg cases, namely:— 

(u) where the dividend could not be paid by reason of the (qwtadoo of any law; 

(b) where a ahatcholder has given dirccdoos to the company regarding the payment 
of the dividend and tfaoae direodoris cannot be complied with; 

(c) where there is a disfaite regarding the right to receive the dividend; 

(d) where the dividend baa been lawfttlly adjusted by dte oonqiany against any 
due to it from tfac shareholder; or 

(e) where, for toy other reason, the failure to pay the dividend cr to post the 
warrant within the poriod aforesaid was not due to any default on the part of ^ 
oonqiany. 


142. Where any instrument of transfer of shares has been delivned to any company 
for registratioa and the transfer of such shares has not been registeted by the company, 
it ahall, notwit hs ta n ding anyftiing contained in any other provision of this Act.— 

(a) transfer the dividend in telatioa to such shares to the apeg lil nfetted 

to in scotioo 161 unless the company is authorised by the registeted b»1<W of sodi 
share in writing to pay such dividend to the transferee specified in such twrr iff irrt ct 
transfer, and 

(b) keq) in abeyance in telatioo to such shaics, any offer of ri|^ shares 
clause (a) of sub-s^cn (i) of soetkm 74 and may issue fully pakbiqi bonus shares 
in pursuance of proviso to sub-sectioD (6) of section 160. 
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(c) allot b rdatioa to such shares any shares offered under clause (a) of aub- 
sectloo (i) of section 74, to any dltootot or officer of die oonqnny wbo whull widiin 
thirty days after dm allotment dispose of and distribute proceeds tbeoeof to dm penons 
who ate endOed thereto. 
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Accounts 

163. (1) Every company shall keep at its registered office proper books of account 
with respect to— 

(a) all sums of money received and expended by the company and the matters in 
respect of which the receipt and expenditure take place; 

(b) all sales and purchases of goods by the company; 

(c) the assets and liabilities of the company; 

(d) in the case of a company pertaining to any class of companies ^gaged in 
production, processing, manufacturing or m inin g activities, such particulats relating 
to utilisation of material or labour or to other items of cost as may be prescribed, if 
such class of companies is required by the Central Government to include such 
particulars in the books of accoimt; and 

(e) in die case of a company dealing in goods, the details of goods bought and 
sold during the year (other than goods bought and sold on retail basb), the particulars 
of the persona with whom such transactions were done during the financial year and 
the details of the stock of goods re mainin g at the end of the financial year: 

Provided that all or any of the books of account aforesaid may be kept at such other 
place in India as the Board may decide and when the Board of directors so decides, the 
conqwny shall, within seven days of the decision, file with the Registrar a notice in 
writing giving the full address of that other place. 

(2) Where a company has a branch office, whether in or outside India, the company 
shall be deemed to have complied with the provisions of sub-section (i), if proper 
books of account relating to the transactions efiected at the branch office are kept at 
that office and proper summarised returns, made up to dales at intervals of not mote 
than direo months, are sent by the branch office to the company at its registered office 
or the other place tefmed to in sub-section (I), 

(3) For the purposes of sub-secdons (i) and (2), proper books of account shall not 
be deemed to be kept with respect to the matters specified therein,— 

(a) if there are not kept such books as arc necessary to give a true and fidr view 
of the state of the affairs of the company or branch office, as the case may be, and 
to explain its transactions; and 

(b) if such books ate not k^ on accrual basis and according to the double entry 
system of accounting. 

(4) Ihe books of account and other books and papers shall be open to in^>cction by 
any director during business hours. 

(5) The books of account of every company relating to a period of not less than eight 
years immediately preceding the current year, togethCT with the vouchers relevant to any 
entry in such books of account, shall be preserved in good order: 

Provided that in the case of a company incorporated less thnti eight years before the 
current year, the books of account for the entire period preceding the currmt year, 
together with the vouchers relevant to any entry in such bemks of account, shall be so 
preserved. 
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((5) If any of the pctsons refetrcd to in sub-section (7) &lls to taWn all leasonablc 
steps to secure compliance by the company with the lequimncmts of this section, or has 
by his own wilful act been the cause of any default by the company tfacieuodet, he 
shall, in respect of each offence, be punishable with itn|niBonmcnt for a term which 
may extend to six months, ««■ with fine which may exte^ to ten thoiMnfwt rupees, or 
with both: 

Provided that in any proceedings against a paaon in respect of an offence »m der this 
section consisting of a failure to take reasonable steps to secure ccanpliance by the 
company with the requirements of this section, it shall be a defence to'prove that a 
competent and reliable poson was charged with the duty of seeing that those 
requitemoits were complied with and was in a position to di^harge that du^; 

Provided further that no person shall be sentenced to imprisonment for any such 
offence, utdess it was committed wilfully. 

(7) The persons referred to in sub-s^tion (<5) arc the following, namely:— 

(a) where the company has a managing director, manager, whole-time director in 
charge of finance, Qiicf Accounts Officer and all officers a^ other mnployeea and 
agents as defined in sub-section (7) of section 195, but excluding bankers, auditors 
and legal advisers; and 

(b) where the company has neitha- a managing director not manager, every director 
of the company. 

(8) If any person, not being a person referred to in sub-section (7), having been 
charged by the managing director, manager or Board of directors, as the case may be, 
with the duty of seeing that the requirements of this section arc compiled with, makes 
a default in doing so, he shall, in respect of each offence, be punishable with 
Imprisonment for a term which may extended to six months, or with fine which may 
extend to ten thousand rupees, or with both. 

164. (f) The books of account and other books and papers of every company hImII 
be open to inspection during business hours— 

(0 by the Director General, Regional DirecUa' or Registrar; or 

(ii) by such other officer of the C<ntral Oovonment as may be authorised by the 
Director General in this behalf: 

Provided that such inspection may be made without giving any previous notice to the 
company or any officer thereof. 

(2) It shall be the duty of every director, other officer or employee ctf the company 
to produce to the person making inspection under sub-section (i), all such bools of 
account and other books and papers of the company, required to he maintained under 
this Act or by any other law for the time being in force, in his custody or control and 
to furnish him with any statement, information or explanation relating to the affnttH of 
the company as the said person may require of him within such time «nH at sudi place 
as he may specify. 

(3) It shall also be the duly of every director, other officer or employee of the 
company to give to the persop making inspection under this section all a^dstance in 
connection with the inspection which the company may be reasonably expected to give. 
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(4) The penoa nuldtig die Ine^iectloti under this section may, during the course of 
inspectidn,— 

(0 malie or cause to be made copies of books of account and otlm books and 
papers, or 


(I'O place or cause to be placed any marks of klentifioation thereon In token of the 
inspection having been made. 

(S) Notwithstanding anything contained in any other law fM die rime being in force 
or any contract to the contrary, any person making an inspeodm undw diia aeodon nhall 
have the same powers as ate vest^ in a dvU court utiAa- tfae^Code of Civil Prooeduto, 
1908 while trying a suit, in respect of the following matters, namely:— 

(0 discovery and production books of account and other documents, at sudi 
place and at such titnc as may be specified by such pc^tson; 

(ii) summoning and enforcing the attmidance of persons and examining them on 
oath; 


(Hi) InspcMition of any books, tegistetB and other documents of the eonqiaiiy at any 

place. 

(6) Where an inspection of the bodes of account and other books and papers of the 
company has been made under tfiia section, the petsem making the inspection AbntI miiVy 
a report to the Director General. 

(7) Any office authorised to make on inspectim under thi« section ahall have all the 
powers that a Registrar has under this Act in relation to the making of inquiries. 

(5) If default is made in complying with the iwovisions of this scetkm, every officer 
of the company who is in defaidt, shall be punishaUc with fine which shall not be leas 
than five thousand rupees, and also with bnptiaoameiu for a term not exceeding ore 
year. 

(9) Where a director or any other officer of a company has been convicted of an 
offence under this section he shall, on and from the date mi which he is so cmivlcted, 
be deemed to have vacated his office as such and on such vacation of office, abatt be 
disqualified for bolding such office in any company for a period of five years from 
such date. 


165. (7) At every annual genttal meeting of a company held in pursuance of section 
135, the Board sh^l lay bcfmc the company— 

(a) a balance-sheet as at the end of the period specified in sub-section (3); and 

(t) a profit and loss account for that period: 

Provided that a holding company shall have the option to prepare group accounts 
under section 168, that is to say, the balance-sheet, |Hofit and loss account and other 
related statements for itself and its subsidiary or suteidiarios, ar l if it does so, it ■tmtl 
be sufficient compliance of this sub-section if such group accounts are laid at its nnnimt 
general meeting: 

Provided fiirther that nothing in the first proviso shall preclude the subsidiary or any 
of the subsidiaries from preparing separate balance-sheet and profit and loss account and 
get them approved by its directors. 


3 of 1908. 
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(2) The a nnu a l accounts d the company shall state the derivatives, optloiis and dutes 
with difTeicnt voting rights in the balance-sheet and they shall be oategoriaed as quMi- 
equity and disclose the predominant character of the security and voting rig hhi 
in the security. 

(5) In the case of a company not carrying on business flor preflt, an jnenmn ■wH 
expmdlturo account shall be Irid before the company at its antuiQl gcnaal 
instead c( a profit and loss account, and all references to "profit a«Mi loss account", 
"|Hofit" and "loss" in this section and elsewhere in this Act, nhall be oonsttued, in 
relation to such a emnpany, as refeicnoes respectively to the "Income nnH expendltute 
account", "the excess of income over expenditure", a^ "the excess of expctslitute over 
income". 

(4) The profit and loss account shall relate— 

(a) in the case of the fitst aimual general meeting of the company, to die period 
beginning with the incorporation of the company and ending widi a day which nhnll 
not ptecfrie the day of the meeting by mote than nine months; atiH 

(b) in the case of any subsequent aimual general meeting of the company, to the 
period beginning with the day immediately after die period for which the account 
was last submitted and ending with a day which shall not precede the day of tlw 
mcctmg by mote than six months, or in cases where an extension of time has been 
granted for holding the meeting under the second proviso to sub-seedem (I) section 
133, by mote than six montbs and the extension so granted. 

(5) The period to which the account afcaesald relates is tefetted to in this Act as a 
"financial year" and it may be less or mote than a calendar year, but it shall not exceed 
fifteen months: 

Provided that it may extend to eighteen months where a special pemdasiau has been 
granted in that behalf by die Registrar. 

(6) If any person, being a director of a company, falls to t«lce all reasonable steps to 
comply with the provisions of this section, he shall, in respect of each offence, be 
punishable with imprisomnent for a term wUeb may extend to six mnintl M, or with 
which may extend to ten thousand nqiccs, or with both; 

Provided that in any proceedings against a person in respect of an offence under tills 
section, it shall be a dcfoice to prove that a competent and reliable person was diarged 
with the duty of seeing that the provisions of this section were complied with and was 
in a position to discharge that duly: 

Provided fiutber that no person shall be sentenced to imprisonment for any such 
offence unless it was committed wUfidly. 

(7) If any petson, not being a director of the company, having been charged by the 
Board with the duty of seeing that the provisions of section are complied with, 
m a k es a default in doing so, he shall, in respect of each offence, be punishable with 
imprisonment for a term which may extend to six months, or with fine which may 
extend to ten thousand rupees, or with both: 

Provided that no petson shall be sentenced to imprisonment for any such offence 
unless it was cenmnitted wilfully. 
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Provided that nothing contained in this sub-section or in the sub-sectioa (2) Htinll 
apply to any Insurance or banking company or any company engaged in the generation 
or supply of electricity, or to any other class of company for which a form of balance- 
sheet or profit and loss account has been specified in or under the Act governing such 
class of company. 

(2) Every profit and loss account of a company shall give a true and fair view of the 
laofit ot loss of the company for the financial year and ahull, subject as afitfesaid, 
conyily with the requirements of Part II of Schedule 1, so far as they ore applicable 
thereto, 

(5) A atabaacat on significant accoimting policies adopted in the preparation of the 
balance-sheet and the profit and loss account shall be disclosed in the company’s 
balance-sheet and where any of the accounting policies is not in confmnity vtdth 
accounting standards, and the particulars of departure from the accounting standards is 
material, the said particulars of departure shall be disclosed tc^ether with the reasons 
therefor and the financial effect thereof. 

(4) Tlie Central Oovemment may, by notificatlcai, exempt any class of companies 
from compliance widi any of the requircm<mtB in ^hcdule I if, in its opinion, it is 
necessary to grant the exemption in t^ public interest 

(5) Any exemption under sub-seedao (4) may be granted cither unconditionally or 
subject to such conditions as may be specified in the notification. 

(6) The Ccmtral Government niay, on the ^jplication, or wllh the consent of tie Board 
of the company, by order, modify in relation to that company any of the requirmneats 
of this Act as to die matters to be stated in the company’s balance-sheet or profit and 
loss account for the purpose of adapting them to the circumstances of the company. 

(7) The balance-sheet and the profit and loss account of a company shall not be 
treated as not disclosing a true and fair view of the state of affairs of the company, 
merely by reason of the fact that they do not disclose— 

(0 in the case of an insurance company, any matters which are not required to be 
disclosed by the Insurance Act, 1938; 4 of 1938. 

00 In the case of a banking company, any matters whidi are not requited to be 
disclosed by the Banking Regulation Act, 1949; 10 of 1949. 

(Hi) in the case of a company engaged in the generation or supply of electricity, 
any matters which are not tequir^ to be disclosed by both the Indiw Electricity Act, 9 of 1910. 
1910, and the Electricity (Siq)ply) Act, 1948; 54 of 1948. 

(rv) in the case of a company governed by any other special Act for the time being 
in force, any matters which are not required to be disclosed by that special Act; or 


(7) Every balance-sheet of a company shall give a true and fair view of the state 
of affoira of the company as at the end of the financial year and shall, subject to the 
provisions of this section, be in the form set out in Part I of S<diedulc I, or os near 
thereto as circumstances admit or in such other form as may be approved by the 
Central Government either generally or in any particular case; and in preparing the 
balance-sheet due regard shall be had, as far as may be, to the general instructions and 
accoundrrg principles for the preparation of balaoce-shoet under the heading "Notes" at 
the Old of that Part: 



Sec.2] 


THE GAZETTE OF INDIA EXTRAORDINARY 


113 


(v) in the ease of any company, any mattets which ate not requited to be disckiaed 
by virtue of the provisions emtained in Schedule I or by virtue of a nodflcatlon 
iwued under sub-section (4) or an aider issued under sub-section (d). 

(8) For the putposes of this section^, except where the context otherwise requires, any 
refocnce to a balance-sheet or profit and loss account shall include,— 

(0 in the case of a bolding company, the consolidated balance-sheet or profit and 
loss account where such holdhig company opts to prepare such consolidated balance- 
sheet (V profit and loss account, piosuant to the first proviso to sub-section (7) of 
section 165; and 

(ii) the notes to die balance-sheet at profit and kss account or documents annexed 
thereto, giving information requited by this Act, and allowed by this Act to be given 
in the form of such notes or documents. 

(9) If any such person os is referred to In sub-section (7) of section 163 fails to raVe 
all reasonable steps to secure compliaitcc by the company, os re^wots any accounts laid 
before the company in general meeting, with the provialans of this section and with 
the other requirements of tills Act as to the mattea to be slated in the accounts, he 
shall. In respect of each offence, be punishable with impriaanmmit for a term which 
may extend to six months, or with fine which may extend to ten theiMfid rupees, or 
wi^ both: 


Provided that in any proceedings against in respect of an offence under tiiis section, 
it shall be a defence to prove that a emnpetent and reliable person was charged with the 
duty of seeing tiiat the provisions of this section and the other requiranents aforesaid 
were compiled with and was In a position to discharge that duty; 

Ptovided further that no petson shall be sentenced to imprisonment for any such 
offence unless it was oammltted wilftilly. 

(JO) If any person, not being a person referred to in subHwetioa (7) of section 163, 
having been charged by the managing diroctar at manager or Ekiard, as the case may 
be, with the duty of seeing that the provisions of tills section and die otiur requirements 
afnesaid ore conqilled ifitfa, makes default in doing so, he shall. In retpeot of each 
offence, be punishable with Imprisonnieot for a term whhh may extend to six montiw, 
or with fine which may extend to ten thousand nqiecB, or with both: 

Provided that no person shall be sentenced to lm{Miaoniiietit for any such offence 
unless it was committed wilftilly. 


(JI) The profit and loss account of a emnpany shall be annexed to the tmliwifiw sheet 
and the auditor’s report (lixiluding the auditors’ separate, qiecial or supplementary 
r^ort, if any) shall be attached thmto. 


167. (J) There shall be attached to the balance sheet of a holding company having a 
subsidiary esr subsidiaries at the end of the financial year as at which the holding 
conqMUiy’s balance sheet is made out, the fdlowlng documents in respect of such 
Butxridiary or of each such subsidliry, as the case may be^ 

(a) a copy of the balance sheet of the subsidiaiy; 

(b) a copy of its profit and loss account; 

(c) a cc^ of the repot of its Board of directors; 
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(d) a copy of the report of Its auditors; 

(e) a statement of the holding company's interest in the sufasidiaiy as spedfled in 
sub-soctioa (i); 

(/) the statement referred to in sub-section (5), if any; and 

(S) the report referred to in sub-section (S), if any. 

(2) (a) Hk balance-sheet refetted to in clause (a) of Bub-seotkn (J) nhall be ttn»v 
out in accordance with the tequirements of thin Act,— 

(0 as at the end of the financial year of the subsidiary, where such year 

coincides with the financial year of the holding company; 

(ii) as at the end of the financial year of the subsidiary last before that of Ifae 
holding company where the financial year of the subsidiary does not coincide with 
that of the holding company. 

(b) Hie profit and loss account and the rqxxlB of the Board and of the 
refetted in clauses (b), (c) and (d) at sub-section (7), shall be made out, in aiwwUtw 
with the requirements of this Act, for the financial year of the subrddiaiy referred to in 
clause (a). 

(c) Where the financial year of the subsidiary does not erdndde with that of dm 
bidding emnpany, the financial year aforesaid of the subsidiary shall not end cn a day 
which precedes the day on which the bolding company's financial yuar «nda \jy motcf 
dian six mmths. 

(d) Whoe the financial year of a subsidiary is shortra- in dumrion than that of 

holding ccHnpany, references to the financial year of the subsidiary in clauses (a), (h) 
and (c) ahall construed aa references to two at more financial years of the 
subsidiary, the dinadcHi of which, in the aggregate, is txd less than the of dm 

holding company's financial year. 

(3) The statement lefciied to in clause (e) at sub-section (7) shall specify — 

(a) the extent of the holding conqiany's interest In the subsidiary at the end of the 
finan cial year or of the last of dm financial years of the subsidiary l efc n ed to In sub- 
secdon (2); 

(b) dm net aggregate amount, so far as it concerns members of the holHIng 
company and Is not dealt with in the company's accoimts, of the subsldlaty's ptoflls 
after deducting its losses or vice versa — 

(i) for dm financial year or years of the subsidiary aforesaid; and 

(ii) for the previous financial years of the subsidiary sinoe it became the bolding 

company's subsidiary; 

(c) the net aggregate amount of the profits of the subsidiary after deducting its 
losses or vice versa — 

(0 for dm financial year or years of the subsidiary aforesaid; 

(ii) for the previous financial years of dm subsidiary since it became the holding 

company's subsidiary. 


mm/n/p—ii-B 

ZJsSa/^ 





Sfic.2]’ 


THE GAZETTE OF INDIA EXTRAORDINARY 


115 


BO far aa thoae ptaHto an dealt with, or provlaioo is made for tbooe loaaeB, In die 
oompaoy’a aocounls. 

(4) Oauses (b) and (c) of sub-secdon (5) shall ^>[dy ady to ptoHta and looaes of die 
subsidiary which may propedy be treated in die luddl^ oompaqy’s aocounls as mvenue 
profits or losses, and the ptoflls or losses attributable to any shares in a subaidlaty for 
die time being teld by the holding con^iany or any other of its subsldiatlcs shall not 
(for dut or any other purpose) be treated as.-a&iBaaid so fiir as they an profits at 
losses for the period befewe the date on « as from which the shares won acquired by 
the conqamy or arty of its subsidiaries, except diat they may in a ptoper case be so 
treated whae— 

(d) the company is itself the subsidiaty of anodm body corporate; and 

(b) the aharea were acquired from that body enporate or a subsidiary of h; 

and for the purpose of determining whetbet any profits or losses an to be treated as 
profits or losses for the said peri^ the profit or loss for any financial year of the 
subsidiary may, if it is not practicable to apportion it with reasonable acoutacy by 
nference to die facts, be treated as accruing frean day to day during that year and 
appordoned accordingly. 

(5) When the financial year or years of a subsidiary nfetred to in sub-section (2) do 
not coincide with the fin^ial year of the holding company, a statem^ containing 
information on the following tnattets shall also be attached to the balance aheet of the 
holding cempany:— 

(а) whether then has been any, and, if so, wbat change in the holding company’s 
interest in the subsidiaty between the end of the financial year or of tbe last of the 
financial years of the subsidiary and the end of the holding company’s financial year; 

(б) dehdk of any material changes which have occurred between the end of the 
financial year or of die last of the financial years of the subsidiary and the end of the 
holding company’s financial year in respect of— 

(i) the subsidiary’s fixed assets; 

(ii) its investments; 

(ill) the rncmeys lent by it; 

(tv) tbe moneys borrowed by it for any purpose odm tfaan that of meeting 
current liabilidcs. 

(d) If, for any reason, the Board of the bolding cenupany is unable to obtain 
information on any of the matters required to be specified by sub-secdon (4), a report 
in writing to that effect shall be attached to the balance sheet of the holding company. 

(7) The documents referred to in clauses («), (/) and (g) of sub-seettem (J) shall be 
signed by the persons by whom the balance sheet of die holding conq»ny is required 
to be signed, 

(8) The Central Government may, on the applicadcm or with tbe consent of the Board, 
di^t that in reladon to any subsidiary, the provisions of this section shall not apply, 
or shall apply only to such extent as may be specified in the direction. 
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(7) If any auch pciBcm as is referred to in sub-soction (7) of section 163 fails to take 
all reasonable steps to comply with the povisions of this section, he shall, in respect of 
each offence, be punishable with Impiisontnent for a tenn which may extend to six 
mmiths, or with fine which may extend to ten thousand rupees, or with both; 

Provided that in any proceedings against a poson in respect of an offence under this 
section, it shall be a defence to jkdvc, that a competent and reliable person was charged 
with the duty of seeing that provisions of this section were complied with and was in 
a position to discharge that duty: 

Provided Anther that no person shall be sentenced to imprisonment for any such 
offence unless it was committed wilfully. 

{10) If any person, not being a person referred to in sub-section (7) of section 163, 
having been charged by the managing director, manager, Board, as the case may be, 
with the duty of seeing that the provisions of this section arc complied with, makes 
default in doing so, he shall, in respect of each offence, be punishable with 
imprisonment for a tom which may extend to six months, or with fine which may 
extend to ten thousand rupees, or with both: 

Provided that no person shall be sentenced to imitfisonment for any such offimcc 
unless it was committed wilfully; 

Provided further that nothing contained in this section shall apply to a holding 
ocMDpany, where such holding company opts to prepare group accounts, for itself and 
its subsidiaries pursuant to the first proviso to sub-section (1) of section 16S. 

168. (i) Where a company is a holding company in relation to one or more of its 
subsidiaries, the directors shall, instead of preparing separate annual accounts for itself 
and for each of its subsidiary company, prepate annual accounts for itself and its 
subsidiaries (hereinafter in this section referred to the consolidated accounts) with effect 
from such date, the Central Government may direct, by nodffcatlon to prepate the 
conaolidated accounts and place before the annual general meeting of the bolding company: 

Provided that a holding company may opt to f^epare accounts for itself and its subsidiaries and 
place them before Its annual general meeting consolidated accounts so long the notification 
referred to in this secdon Is issued by the Central Oovemment; 

Prpvided Anther that where a holding company chooses to prepare consolidated accounts under 
this sub-secdon, it diall be necessary for the holding company to attach the documents relating 
to the subsidiary or subsidiaries to Its balance-sheet under secdon 167. 

(2) The consolidated accounts shall be in the {Xcscrlbed form comprising,— 

(a) a consolidated balance-sheet dealing with the state of affairs of the hokUpg 

con^rany and its subsidiaries; and 

(h) a ermsolidated profit and loss account dealing with the profit or loss of the 

holding company and its subsidiaries. 

(3) The consolidated accounts s hall, so far as may bo, give a true and fair view of 
the state of affairs as at the end of the financial year, of aU the subsidiaries included In 
the group accounts as a whole, so far as it concerns members of the holding company. 

(4) The consolidated accounts ^lall comply with the provisions of Schedule I as to 
the form and content of the consolidated balance sheet and profit and loss account and 
additional information to be provided by way of notes to tlm accounts. 
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(5) If compliance with any of the above paoviaiooa of dja aeotloa Is too nwl st mt wbh 
the lequircnKmt to give a true and fait view for any reason, the dlRctots shall depart 
fiom such provision to the extent necessary to give a true and fait view for any reason 
ntiH the pardculats of any such departure, the reasons for it and Its effect, shall be 
given in a note to the accounts. 

169. (7) Wh«c the Central Oovemment considers It desirable for a holding company 
or a bflding company’s subsidiary to extend its financial year so that the subsidy’s 
financial year may end with that of the bolding oonqtatty, and for that putpose to 
poe^jonc the subt^ion of the relevant accounts to general meeting, that Government 
may, on the applicatioo or with the consent of the Board whose financial year is to be 
extended, direct that in the case of that company, the submission of accounts to general 
meeting, the bolding of an annual general meeting or the making of an annual return, 
mhall not be required to be submitted, held or made, earlier than the dates specified In 
the direction, notwithstanding anything to the contrary in this Act or in any other Act 
for the time being in force. 

(2) The Central Government shall, tm the plication of the Board of a holding 
ocanpany or a holding aanpany’s subsidiary, exercise the powers conferred on that 
Oovemment by sub-scctic» (7) if it is necessary so to do, in order to secure that the 
end of the financial year of the subsidiary does not precede the end of the holding 
company’s financial year by mote than six months. 

170. (7) A holding company may, by resolution, authorise representatives named In 
the resolution to inspect the books of account kept by any of its subsidiaries; and file 
books of account of any such subsidiary shall be open to Inspection by those 
representatives at any time during business houm. 

(2) The rights conferred by section 192 upon members of a company may be 
exercised, in respect of any subsidiary, by membras of the holding company as if they 
alone were members of the subsidiary. 

171. (7) 'The balance-sheet and the profit and loss account shall be approved by file 

Board of directors before they " on behalf of the Board in accordance with flic 

provisions of tbi" section and befote they arc submitted to the auditors for their report 
thcrcoiL 

(2) Every balance-sheet and every profit and loss account of a banking company shall 
be signed by the persons specified in clause (a) or clause (b), as the ca» may be, of 
10 1949. sub-section (2) of section 29 of the Banking Regulation Act, 1949; and in the case of 

any other company, by its manager or secretary, if any, and chief accounts officer, if 
any, and by not less than two directed of the company, one of whom shall be a 
managing director, where there is one: 

Provided that in the case of a company not being a banking company, when only one 
of Its directors is for the time being in India, the balance sheet and the pre^t and loss 
account BhaH be signed by the said director but in such a case, thoe shall bo atti^hed 
to the balance-sheet and profit and loss account, a statement signed by him explaining 
the reason for non-compliance with the provisions of this sub-section. 


172. (7) Every listed public company shall appoint a whole-time accounts officer to 
be knovm as the Chief Accounts Officca:, who shall either be a chattered accountant or 
a cost accountant and such accounts officer shall be responsible for the proper 
maintenance of the books of account of the company, and shall ensure proper disclosure 
of all required information indicated in the prospectus or any other offa: document, and 
also ensure compliance of the provisions of this Act relating to the accounts of the company. 
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(2) The Chief Accounls OfQccr appointed under aub-sectloa (i) utiall aim bo 
req>oiiaible for the peqMtmdoii of annual accounts cf the company. 

173. (J) Thao shall be attached to evety bslsnoe-sheet laid before a ocunpany In 
general meeting, a report by its Board, with respect to— 

(a) the state of the company's affairs; 

(b) the amounts, if any, which it proposes to cany to any reserves In such balance- 
sheet; 

(c) the amount, if any, which it recesnmonds ahouid be paid by way of divideml; 

fibanges and commitments, if any, affecdog the Ananniiil position of 
Ae 90111 ( 10 ^ which have occurred between dw end of the flmaifiial year of the 
oqmpaof la which die balance-sheet relates and the date of the report 

(e) d!in oqmnvatioo of energy, technology ahaapdon, foreign exchange earnings 
apd aaMnav ip such m a nner as may be prescribed; 

ihn tneasuios taken for die ptoteeden of envirmiment in such nnmnry as may be 

prcMlhod. 


(2) The Board’s report shall, ao fin as la material for die ^ipteolalioii of die of 
the ocmqpany's affoin by ita members md will not in the Board's opinko be liwmttd 
to the businem of the oain|iaity of any of its anfasidiaiics deal wiA apy 
which have occurred during die dniwial yosr— 

(a) in die nature of the oompaiqr’s boafaieH; 

(b) in the company's inhskHitfiria or in the natare of the huahieaa enttied mi by 
them; and 

(c) gmetally in die ciaaaea of bwdnem in which the ooni^Miiy has an 


(5) The Board’s report every listed company idMll jtinhufa ttifnmi»rinf) wkti respect 
to t^ following particulars in leladon to each of its divisions and busitiess segments of 
which the share b ten pa coit or more the total turnover of the ootnpany,— 

(d) review of opeiations during the dnanoial year of the company to which the 
balance sheet relatm and on the date of the repo^ 

0) market conditiotis during the fmonclal year of the company to which the 
balance sheet relates and on the date of the repot; and 

(c) future prospects. 


(4) The Board's report shall also include a statement in the prescribed form showing 
the pordcutars of temuneration paid during the financial year to which it relates to— 

(a) evoy director, including managing and whole-dmc director or managa of the 
company; 
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(b) every prason who holds any office or place of profit In the company wldiiti 
the meaning of section 244; and 

(c) every pcnon who is in the employment of the company and who is a relative 
of any dirKtm or manager of the company and if so, the name of the director and 
other particulars of die anployee leladiig to his age, experience and ed u cational 
qualifications. 

Explanation .—Remuneration has the same meaning assigned to it in the Explanation 
below section 157. 

(5) The Board's report shall also include a directors’ rcqxmsibility statement, 
investing therein,— 

(0 that in the preparation of the annual accounts, the applicable accounting 
standards had beim followed along with proper explanation relating to material 
dcqMrtures; 


(ii) that the directors had selected such accounting policies and ^iplied them 
conaistently and made judgments and estimates that are reasonable and prudent so as 
to give a true and fair view of the state of affairs of the company at the end of the 
finan cial year and of the profit or loss of the company f(» that period; 

(iii) that the directors bad talma proper and sufficient cate for the maintenance of 
adequate accounting records in accordance with the provisions of this Act for 
safeguarding the assets of the company and for preventing and detecting fraud and 
otfaa irregularities; and 

(rv) that the directors had prepared the annual accounts on a going concern bads. 

(6) The Board shall also be bound to give fullest information and explanation in its 
report aforesaid, or, in cases falling under the (xoviso to section 178, in an addendum 
to that report on every reservation, qualification or adveuse remark contained in the 
audiuns’ report 

(7) Ihe Board's report and any addendum thereto shall be signed by its c hair man if 
he is authorised in that behalf by the Board; and whcie he b not so authorised, shall 
be signed by such number of directors as are required to sign the balance sheet and the 
profit and loss account of the company under section 171. 

(8) If any person, being a dlreckv of a company, falb to take all reasonable steps to 
comply with the provbions of sub-sections (i) to (5), or being the chairman, signs the 
Board’s report otherwise than in confonnity with the provbions of sub-seodon (7), be 
shall, in respect of each offence, be punbhable with imprisonment for a term which 
may extend to six months, or with fine which may extend to ten thousand rupees, or 
with both: 

Provided that no person shall be sentenced to imprisonment for any such offence 
unless it was committed wilfiiUy: 

Provided further that in any proceedings against a person in respect of an offence 
under sub-section (1), it shall be a defettcc to prove, that a competent and reliable 
person was charged with the duty of seeing that the provbimis of that sub-section were 
cotrplied with and was in a position to discharge that duty. 
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(9) If any penoo, not being a director, having been charged by the Board with the 
duty of seeing that the provisions of sutvsecdons (J) to (5) are complied with, mnlf™ 
a default in doing so, he shall, in respect of each offimee, b^ punishable with 
imprisonment for a tmn which may extend to six months, or with fine which may 
extend to ten thousand rupees, or with both: 

Provided diat no person shall be sentenced to imprisonment for any such offence 
unless it was committed wilfully. 

174. (a) If any ot^y of a balance sheet or profit and loss account which has not been 
signed arc required by section 171 is issued, circulated or published; or 

(b) if any copy of a balance sheet is issued, circulated ex' published without there 
being annexed or attached thereto, as the case may be, a copy each of (i) the profit 
and loss accoimt, (ii) any accounts, reports or statements which, by virtue of section 
168, are required to be attached to the balance sheet, (Hi) the auditors’ r^rt, and (iv) 
the Board’s report referred to in section 173; 

the company, and every officii of the company who is in a default, shall be punishable 
with fine wUch may extend to five thous^ rupees. 

175. (1) A copy of evoy balance-sheet (Including the profit and loss account, the 
auditors report and every other document required by law to be annexed or attained, 
as the case may be, to the balance sheet) which is to be laid before a company in 
general meeting shall, not less dian twenty-ono days before the date of the meeting, be 
sent to every ■ memixr of the company, to every trustee for the holders of any 
debentures issued by the company, whether such trustees is or is not entitled to have 
notices of general meetings'of the company sent to him, and to all petsons other than 
such manbets trustees, being posons so entitled: 

Provided that— 

(a) in the case of a company not having a share coital, this sub-accdon shall not 
require the sending of a or^y of the documents aforesaid to a member, or holder of 
debentures, of die company who is not etdltlod to have notices of gmeral mccdttgs of 
the conqiany sent to him; 

(b) this sub-section shall not require a copy of the documents aforesaid to be 
salt— 


(i) to a memba, or holder of debentures, of the company, who is not entitled 
to have notices of goicral meetingB of the company sent to him and of whose 
address the company is unaware; 

(ii) to more than one of the joint holders of any shares or debentures none of 
whom is oititled to have such nodccs sent to him ; 

(Hi) in the case of joint holders of any shares or debentures some of whom am 
and some of wbcan are not entitled to have such notices sent to them, to those 
who are not so entitled; 

(c) if the copies of the documenlB aforesaid are sent less than twen^-one days 
before the date of the meeting, they shall, notwithstanding that fact, be deemed to 
have been duly sent if it is so agreed to by all the members entitled to vote at the 
meeting. 
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(2) Any member or holder of debentures of a company and any perstm from whom 
the company has accepted a sum of money by way of deposit shall, on demand, be 
entitled to be furnished fiec of cost, with a copy of the last balance sheet of the 
company and of every document required by law to be annexed or attached thereto, 
including the profit and loss account and the auditors' rc^rt 

(5) If default is made in complying with sub-section (i), the company, and every 
officer of the company who is in default, shall be punishable with fine which may 
extend to five thousand nq>ecs. 

(4) If, when any person makes a demand for a copy of any document with which he 

is entitled to be fumisbed by virtue of sub-section (2), default is made in complying 
with the demand within seven days after the making thereof, the coaqainy, and cvexy 
officer of the company who is in default, shall be punishable with fine which may 
extend to five thousand unless it is {aoved that that person had already made a 

demand for and been furnished with a copy of the document. 

(5) The Tribunal may also, by order, direct that the copy demanded shall forthwith 
be furnished to the pemon conccmcd. 

176. (i) After the balance-sheet and the j»rdlt and loss account have been laid befete 
a company at an atwmal general meeting, copies of such balance-sheet and profit and 
loss account stmll be filed with the Registrar, the Director (Research and Statistics) of 
die Department of Company Affairs of the Central Government and the Reserve Bank 
of India within thirty days from the date on which the balance-sheet and the profit and 
loss account were so laid. 

(2) Where the atitimil general meeting of a company for any year has not been held, 
the documents referred to in sub-section (I), duly signed, shall be filed with the 
Registrar and the officer and the authority specified in that sub-section within thirty 
days from the latest day on or before the annual general meeting should have been held 
in accotxlance with the provisions of this Act. 

(5) In the case of a private company, copies of the balance sheet and the copies of 
ttir |Hofit and loss account shall be fileid with the Registrar separately. 

(4) If the iuiiuml general meeting of a company before which a balance sheet is laid 
as aforesaid docs not adopt the balance sheet, or is adjourned without arkqrdng the 
balance-sheet or, if the ntinmil gimeral meeting of a company for any year has not been 
held, a s tate ment of that fact and of the reasons therefor shall be annexed to the 
balance sheet and to the copies thereof required to be filed with the Registrar. 

(5) If default is made in complying with the tequiremeots of this section, the 
company, and every officer of the company who is in default, shall be punishable with 
fine whi^ may extend to five hundred nqrees fev every day during which the default 
continues. 

177. (i) Where any particulars or Infmmatlon is required to be given in the balance 
sheet or profit and loss account of a company or in any documoit required to be 
annexed or attached thereto, it shall be tte duty of the concerted officer of (he 
company to fiunish without delay to the company, and also to the company’s auditor, 
whenever he so requires, those particulars or that Information in as full a manner as 
possible. 

(2) The particulars or information referred to in sub-section (7) may relate to 
payments tnade to any director or other person, by any other conq>any, body emporate, 
firm or person. 
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(5) If any person knowingly makes default in perfotming the duly cast cm him by 
the pCDvisions of this section, he shall be punia^lc with Imitfisonment which may 
ext end to six months, c« with fine which may extend to fif^ thousand nipecs, or with 
both. 


17B. Any tefnettoe in diis Act to a dcxiunent annexed or lequiicd to be annexed to 
a oonqiany'a accounts or any of them ahall include ifae Board's report, die auditon’ 
teport at any dnmmwwta atttuhed or ie<|iilred to be attached to diose accounts: 

Plovided that any informadon which is required by thh Act to be given in Ihc 
sromHi. and la allowed by it to be given in a statement annexed to dte accxwnts, may 
be given in ^ Board's report instead of in die accoimt; and if any such Infoatnadon b 
so given, the rep ent shall be Booexed to the accounts and this Act shall ^iply in relation 
dwreto accotdiagiy. except dmt the auditocs shall report thereon only In so &r as it 
gives the said hddnatioo. 


17f. (J) Every iinmpiy xdikh is a limited banking company, an insurance company, 
or a provident, or bcaieflt semiely, whall, before it commences business and alrc 

on the fliat Mcmday in May and the first Monday in November in every year cfaitlng 
wfaldi k catrlea on bmlnaaa, a statement In such fenm as may be {uesciibed ctf as 
neat dwroto as olruannlanaes admit. 


(2) A copy of tha Maamsent, together with a copy of the last audited balanoe-aheet 
laid before dw tnembMi of the company, shall be di^layed and until die dl^lay of the 
fwart following statement, ahaB be ke^ or dia^ye^ in a conapiouous plaoc In die 
rfgkftnni oflloe ef the conqiany, and In every Iminch offloe cv place whefe die 
buahieaa of the ninapaiqr is o^ed on. 


(5) Every nkeaaber, and every creditor, of the cennpany shall be endded, on payment 
at Bueh a aam aa may be pteeotlbcd, to be fomiahed with a cc^ of the statement 
widiin aeven days of audi payment 


(4) tf default is In oonqilylng with any of the requirements of this secdon, the 
conqnny, and every officer of the cxmqiany who is in default, shall be psinishable with 
fi n* wfal^ may extend to five hundred nqices fev every day during which the defkuk 
ooodnuea. 


(J) This seedern shall not ^iply to a life assurance company or provident insurance 
society to which the provisions of the fasurance Act, 1938, as to the annual statements 4 of 1938. 
to be made by such company or society, apply, with or without modiflcadotia, if the 
company or society complies with those provisions. 


Audit 

180. (i) Every conqwny shall, at each unual general meeting, appoint an auditor or 
auditoia to hold office fton the exclusion of that meeting until die conclusion of die 
next ■wmisl general meeting and shall, within thirty days of the appointment, give 
Itiritnarion thereof to every auditor so appointed: 
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PtDvlded that before any appdntmcnt or re-ai^iiitmciit of jaudltor ot audltots b made 
by any company at any atmiial general meeting, a written oerdficate ahall be obtained 
by the coo^Miiy ftom the auditor or auditors t»oposed to be so ap|>ointed to the effect 
diat the appoiinment or re-appointment, if made, will be in aooonlanoe with the limits 
specified in sub-section (5). 


(2) No company shall i^ipoint at re-appoint an auditor for mote than five oaoseoutlve 
terms: 

Provided tiiat notiiing in this sub-section ahall disqualify an auditor rofacied to in tiiis 
sub-section firom being oonaideted by tiie company for appcdnitooiit M an auditor after 
the expiry of five years fiom the end of the 1^ ^>po4ntmeoL 


(5) Every audltm appointed at any atmml general meeting in place of a retiring 
au^bx shall, within thi^ days of the receipt f!tm the oooofMny of t^ faitimatino of his 
^ipolntment, inform the Registtar in writing tiiat he has aooepted, or leAised to aooqit, 
the iqipointmcnt 


(4) No company ot its Board "hall ^)point or re-appoint aw penon who b in 
employment elsewhere ot a firm as its au^tor if surii person of ntm b, at dm date of 
such appointment or re-appontment, holding appointment as auditor ai twenty-five 
companies or more: 

Provided that in the case of a firm of auditors, the ^eoified number of companies 
ahall not exceed twen^-five in relatkn to every puincr of dm firm adm b not in 
emttioymcnt obewhere: 


Provided ftntimr tiiat where any partner of the firm b also partner of any other firm 
or firms of audllotB, the numbm of oompanbs which may bo taken into aoooimt, by all 
the Anns together, hi relation to such partner shall not exceed twenty-five oompanka in 
the aggregate: 

Provided abo that where any partner of a firm of auditors b also holdbig office, in 
hb indivldoal capacity os tim auditor of one cr mote companica, the mimher of 
oonqwnies which may be taken into account in hb case shall not exceed tweni^-five 
omiqianlos in the aggregate. 


(.5) At any annual general meeting, a retiring auditor, by ^fiiatsoever aatimtlly 
appointed, shall be re-iqipointed, unless— 

(d) he b not qualified fn re-appointment; 

(b) he has given the cxxnpony notice in writing of hb unwilUngncoi to be le- 
^ipointcd; 


(c) a Tosetiution has been passed at tiiat meeting appointing somebody hmlmd of 
hfan cr providing expressly tiiat be shall not be re-a{q>ointed; or 

(d) where notice has been given of an intended resolutioo to appoint mmm penon 
cx petBoos in dm plaoe of a retiring auditor, and by reason of dm deatii, i ncspai ei l y or 
dbqualifloadon of dwt person or of all those persons, is tim caee may be, dm 
resohaion emmot be pcoceedcd wltii. 
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(6) Whiac any company at an annual general mcscting fails or omito to paM rcaotation 
appointing or rc-appointlng an auditor, ot where the auditor has tcftiscd to te to 
^ pointed ot ic-appointod, the Central Government may appoint a person to fill the 

vacancy. 


(7) The company "hall , v/lthin seven days of the Central Government s power undra 
Bob-scction (5), becoming exercisable, give notice of that fact to ^ Gove^ent; and, 
if a company fails to give sudi notice, the company, and every offic® of the (^pany 
who is In a default, shall be punishable, with fine which may extend to five thousand 

rupees. 

(8) The first auditor or auditors of a cooqjany shall be appointed by the Board within 
o» month of the date of registration of the company, and the auditor m auditors to 
appointed Bhall hold office until the conclusion of the first annual general meeting: 


Provided that— 

(d) the omnpany may. at a general meeting, remove any such auditor or all or a^ 
of such auditors and ^point in his or dieir places any o&er persem or pasc^ who 
have been rmininatod for appointment by any member of the company and of wh^ 
notice has been given to the members of the company not less than 
fourteen days before the date of the meeting; and 

(b) if the Board fnlh to exercise its powers under this sub-section, the company in 
general meeting may appoint the fltst audiUV ot audiUmi. 

(9) (a) The Board may fill any casual vacancy in the office of an auditor, but while 
any such vacancy oontinuea, the remaining au^tor or auditors, if any, may act 

Provided that where such vacancy is caused by the resignation of an auditor, the 
vacancy shall only be filled by the company in general meeting. 

(b) Any auditor iqjpointcd in a casual vacancy shall hold office until flic conclusion 
of the next annual general meeting. 


(Iff) Except as provided in the proviso to sub-section (7), any ai^tOT appointed tm^ 
thL section may te removed ftom office before the expiry of hts wm ody ^ 
company in general meeting, after obtaining the previous approval of the Central 

Oovemment in that behalf. 


ill) The remuneration of the auditors of a company,— 

(al in the case of an auditor appointed by the Board or the Central Cfovcmment, 
may te fixed by the Board or the Central Government, as the case may te; and 

(b) subject to clause (a), shall be fixed by the company in general meeting or in 
mif.li tnatinfff as flic compauy in a general meetbg may determine. 
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181. (7) Where it is proposed to appoint a person, other than a retiring auditor, or 
that a retiring auditor shall not be rc-appointed, special notice shall be required for such 
a resolution along with a deposit of ten thousand rupees, which shall be refunded to 
the pomm giving the special notice if the resolution is passed. 

(2) On receipt of notice of such a resolution, the company shall forthwith send a 
copy thereof to the redring auditor. 

(5) Whoe nodcc is given of such a resolution and the retiring auditor malocs with 
respect thereto brief represeotadon in writing to the company and requests their 
notiflcadon to membets of the company, the company shall, unless the r^iresentalions 
arc received by it too late for it to do so,— 

(a) in any oodee of the rcsoludon given to members of the company, state the 
fact of the represmtadona having been made; and 

{b) send a cc^y of the represeatadoos to every membCT of the company to whmn 
notice of the meeting is sent, whether before or after the receipt of the 
rcprescntadons.by the company, 

and if a copy of the representadons is not smt as aforesaid because they were received 
too late or because of the company's default, the auditor may (without prejudice to his 
right to be beard orally), require that the represcntatiotis shall be read out at the 
meeting: 

Provided that copies of the representadons need not be sent out and the 
representadons need not be read out at the meeting, if on the applicadon either of the 
company or any other person who claims to be aggrieved, the Tribunal is satisfied that 
the rights conferred by this sub-section are being abused to secure needless publicity for 
defamatory matter, and the Tribunal may order the company’s costs on such on 
applicadon to be paid in whole or in part by the auditor, notwithstanding that he is not 
a party to the applicadon. 

(4) Sub-secdoos (2) and (3) shall apply to a rcsoludon to remove the first audiUxs 
or any of them under sub-section (7) secdon 180 or to the removal of any auditor 
or auditots under sub-section (9) of that section, as they apply in reladon to a resolution 
that a retiring auditor shall not be re-appointed. 

182. (7) A persmi shall not be qualified for appointment as auditor of a company 
unless he is chartered accountant in pracdcc: 

Provided that a firm whereof all the partners practising in India arc qualified for 
appointment os aforesaid may be appointed by its firm name to be auditor of a 
company, in which case any partner so practising may act in the name of the firm. 

(2) None of the foUowbg persons shall be qualified for ^tpolnbnmt as auditor of 
a company— 

(a) a body corporate; 

(b) an ofilcer or employee of the company; 

(c) a person who is a partner, or who is in the employment of on officer m 
employee of the company; 


Provisiotis 
os to 

resolutioos 
for appoint¬ 
ing or 
removing 
auditors. 


QuaMca- 
dons and 
disquall- 
flcatktis 
of auditon. 


(d) a person who is indebted to the company for an amount exceeding ten 
thousand rupees, or who has given any guarantee or provided any security in 
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oonneollGii with the indebtedneas of any third penon to the coiiq>any for an amount 
exceeding ten thousand rupees; 

(e) a relative of a director or manager of the company; 

(/) a person bolding any security of the company after a polod of one year fiem 
the date of oonUnenconont of dils Act: 

Provided that nothing in this clause shall apply to a person who holds the securldes 
as nominee or trustee fer any third person in wbld> die holder has no bcnefloial 
interest 

(5) A person shall also not be qualified for appointment as auditor of a company if 
he is, by virtue of sub-seedeo (2), disqualified for appointment as auditor of any o^r 
body cerporate whldi is that oompaiqr’B subsidiary or holding conqiany or a subsidiary 
of that company’s bolding oompaiiy, or would be so disqualified if die body ooipccalc 
woe a company. 

(4) If an andltar becomes subject sAcr his appointment to ^7 of dip 
disqpjalifloadofis apedfled in sub-seedems (2) and (5), he shall be deemed to have 
vacated his effloe as sndL 

Powers and 
duties 
of 

auditeas. 


(2) Without ptcjludloe to the provisioos of sub-secdon (i), the auditor shall inquire— 

(а) whether loans and advances made by the oonaqpany on the basis of security 
have been properly secured and whodier tiw terms on which they have been made 
ate not prejudicial to die intoests of the ccxnpany or its members; 

(б) whether ttansaodons of the company whidi ate r^aesented merely by book 
entries ate not prejudicial to the interests of the company; 

(c) wbne the company whose ptlncipai business is the acquisition of shares, 
debentures or odm seouridcs ot a banking conqiany, whether ao much of the assets 
of the company as ocmslst of securides, debentures and other sccuridcs have been 
sold at a-price less than that at which they were purchased by the conqiany; 

(d) wbetfacr on the basis of infeamadon and explanadons obtained by the auditor 
under sub-secdon (i) he has any ocanments to offer on loans and advances made by 
die oonqiany have been shown as deposits; 

(p) wbedm personal expenses have been charged to revenue account; 

(/) where it la stated in the books and pqicra of the company that any sccuridcs 
have been allotted for cash, whether cash hra actually been received in respect of 
such allotment, and if no cash has aotuaily been so received, whether the posidon as 
stated in the account books and the balance sheet is correct, regular and not 
misleading; 

(g) whether the bank account for unpaid dividend tefened to in secdon 161 has 
boon credited with die fimd for ftiU payment for unpaid dividend; 


183. (1) Every auditor of a company shall have a right of access at all times to the 
books of aocooiit Md vouchers of the company, whether kept at the head office of the 
company of ekewh ete and aball be endded to require from the (^oers of the cmnpany 
such infonnodon and explanationa aa the auditor may think necessary for the 
petformanoe of bis dndea aa auditot. 
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(A) wheduir adequate stqM have beco taken by the cotiq>any to pay dqxMila wblcfa 
have beoomc due for repayment of dc^ioBit to deposit holden along with for 

non-payment ot such deposits. 

(5) Ibc auditor shall make a report to d>e members of the company on the fwamhi 
examined by him, and on every balance sheet and profit and loss account ■«»H on every 
odicr document declared by this Act to be part of or annexed to die balanoe-aiheet or 
profit and leas account, whidi are laid before the company in gcnonl meeting during 
his tenure of office, and the repext shall state whether, in his opinion and to the best at 
his information and according to the explanations given to dse said m™*»nt w give 
the Infonnation lequiied by this Act is the manner so required and give a true ■««h fair view_ 

(i) in the case of the balance sheet, of die state of the company's afUaks m at 
die end of its financial year, and 

(ii) in the case of the profit and loss account, of tbe profit or lom fbr Us fkaaobl 
year. 

(4) The auditon' report shall also state— 

(a) whedm he has obtained all the Infbnnatkio and explanatkos vriikh to tbe 
best of his knowledge and belief woe necessary for the purposes of his audit; 

(b) whether, in his opinion, pre^ boo)a of account as required by law have been 
kept by tbe company so far as appears ftom bis examination of dioae books, and 
proper retnma ade qua te f(« tbe purposes of his audit have been received ftom 
branches not visited by him; 

(c) whether the nport on the accounts of any branch office audited under 

184 by a person odier than tbe company's auditor has been forwarded to Mm as 
required clause (c) of sub-section (J) of that section and how he has dealt with 
the same in preparing the auditor's repoci; 

(it) whedier the cottfniiy’B balance sheet and profit and loss account dealt with 
by the report are in widi tbe books of account and retums; 

(e) whether in Us opinion,— 

(0 accounting policies of the conpany are in oonformlty with the acoountliig 
standards, 

(it) diere have been any deviation ftom the company's accounting policies; 
if BO, die quantum of financial implications such deviadons have caused, 

(iii) die accounting treatment in the balance sheet ami the profit and loss 
account in reqiect of any item is inapproiwiate; 

(/) whether die company has taken adequate steps to repay deposits due, alongwith 
interest on dividend delated. 

(J) Where any of the matters referred to in clauses (i) and (ii) of sub-section (3) at 
in clauses (a), (b), (c), (d) and (e) of sub-secdon (4) is answered in the negadve or 
a qualification, the auditors' report shall state the reason for the answre. 

(6) Tlie Central Qovanment may, by a general or special order, direct tMu, in die 
case of such class or descr^idoo of companies as may be qiecificd in the orda, the 
auditors' report shall also include a atatement on such matteis as may be specified therein;' 
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Provided that before making any auch order the Central Govennnent may conault 
the Institute of Chartered AccoAintants of India constituted under the Chartered 
Accountants Act, 1949 In regard to the class or description of companies and other 38 of 1949. 
ancillary matters proposed to be specified therein unless the Government decides that 
such consultation is not necessary or expedient in the circumstances of the case. 


(7) The accounts of a company diall not be deemed as not havipg been, and the 
auditors' report wbnil not state that those accounts have not been, properly drawn up on 
the ground merely that the company has not disclosed certain matters if— 

(a) those matters arc such as the company is not required to disclose by virtue 
of any provisions contained in this or any other Act, and 

(b) those provisions arc specified in the balance sheet and profit and loss account 
of the company. 

Audit of 
accounts of 
branch 
office of 
omnpaity. 


184. (i) Where a company has a branch office, the accounts of that office shall, be 
audited by the company's auditor appointed under section 180 or by a person qualified 
for appointment as an auditor of the company under section 182, or whrte the branch 
office is situate in a country outside India, eidier by the company’s auditor or a person 
qualified as aforesaid or 1^ an accountant duly qualified to act as an auditor of the 
accounts of the branch office in accordance with the laws of that country. 


(2) Where the accounts of any branch office arc audited by a person other than the 
company’s auditor the company’s auditor— 

(a) shall be mtitled to visit die branch office, if he deems it necessary to do so 
for the perfennonce of his duties as auditor, and 

(b) shall have a right of access at all times to the books and accounts ond 
vouebets of the company maintained at the branch office. 

(3) (a) Where'a company in a general meeting decides to have the accounts of a 
branch office audited odierwise than by the company’s auditor, the company in that 
meeting shall for the audit of those accounts appoint a person qualified for appointment 
as auditor of the cmnpany under section 182, or where the branch office is situate in 
a coimtry outside India, a person who is either qualified as aforesaid or an accountant 
duly qu^ified to act as an audiks' of the accounts of the branch office in accordance 
with the laws of the country, ot outhense the Board to appoint such a petsen in 
consultation with the company’s auditor; 

(b) the person so appointed (hercinafta in this section tefrared to as the l»anch 
auditor) shall have the same powers and duties in respect of audit of the accounts of 
the branch office as the company’s auditor has in respect of the same; 

(c) the branch auditor shall prepare a report on the accounts of the branch office 
examined by him and forward the same to the company’s audited who shall in 
preparing the auditors’ report, deal with the same in such manner os he consldctB 
necessary; 

(d) the branch auditor shall receive such remulx^ration and shall hold his appointment 
subject to such terms and conditions as may be fixed cither by the company in general 
meeting or by the Board if so authorised by the company in grmcral meeting. 
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Signature 
of audit 
r^xxt, etc. 


185. Only the piaaon appointed as an auditor erf die company, or where a film Is 
so asperfnied in pursuance trf the proviso to sub-section (1) of sccdon 182. only a 
pattor in tbc firm ptacdsbg in India, may sign the audhocs' report ot sl^ or 
authenticate any other document of the company requited by law to be signed or 
authcndcated by the auditor. 

186. (7) The auditcMs’ report shall be read before the company in general moedng 
and -hall be open to Inspecdon by any member of the compai^. 

(2) All notices of, and other communications relating to, any gmoa^ meeting cf a 
company which any member trf the cmnpany is entitled to have ^ to ^ahall also 
be forwarded to the auditor of the company; and the audltm ^lall be entitied to attend 
any general meeting and to be heard at any genaal meeting which he attends cm any 
part erf die business which ccmcctns him as auditor. 


187. If default is made by a company in complying with any of the provision 
contained in sections 181, 182, 184 and 186 the company, and every offlott of^ 
oompany who la in default, ahaU be punishable with fine which may extend to five 

thousand rupccss. 


188. If any auditors* report is made, or any document of the company is rigned <» 
otherwise than in confemnity with the requirements of sections 183 ^ 
185. the auditor concerned, and the person, if any, other than the au^tw who s ^ tte 
report or signs or authenticates the document, shall, if die default is wilful, be 
punishable with fine which may extend to ten thousand rupees. 


189. (1) Where in the opinion of the Cootrai Government it is necessary so to do 
in relation to a class of companies in respect of which a notification has been Issi^ 
under clause (d) of sub-section (1) of section 163, it may, by «der, direct diat an au^ 
of accounts of such ebss of companies shaU be conducted by a Cost Accountant In 
such matmer as may be specified in the order. 


(2) Tbc provisions of sections 180 and 183 relating to the ^intment, tanuneiatiOT 
and disqualification of auditors shall, so far as may be, apply to relatiOT to the 
appoln^nt, remuneratitxi and diaquallflcation of coat accoontanla appoiiXed under this section. 


(5) The audit conducted under this section shall be to addition to the audit under 
section 180. 


(4) An auditor appointed under this section shall have the same powers a^ d^cs 
in relation to the audit conducted by him as an auditor of a company under sub-scctim 
(7) of section 180 and such auditw shall make his report duly signed by him to the 
Board to such form and within such time as may be prescribed. 


(5) An auditor appointed under section 180 as an auditor of a company shall not be 
anxitoted or re-appototcd for cemduettog the audit the cost accounts of company under 
t^ section. 


(6) If a person appointed for conducting the audit of cost accounts of a <^p^y 
becomes subject, after his appointment, to any of the disquaUfications sprolfied to this 
section, he shall, on and from the date on which he becomes so subject, cease to 
conduct the audit of cost accounts of the company. 


/F^14-A 
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(7) The Board aball include in its report under sub-section (i) of section 173 its 
comments on the report submitted by the auditor under this section. 

(8) If default is made in complying with the provisions of this section, the company 
shall be punishable with fine which may extend to Eve thousand rupees, and every 
ofEoer of the company who is in default, shall be punishable with imprisonment for a 
term which may extend to three years, or with fine which may extend to five thousand 
rupees, with both. 

Power of Registrar to call for information, etc. 


Power of 
Registrar 
to call for 
information 
or expla¬ 
nation. 


190. (i) Where, on perusing any document which a company is required to submit 
to him under this Act, the registrar is of the opinion that any information or explanation 
is necessary with respect to any matter to which such document purports to relate, he 
may, by a written order, call on the company submitting the document to fiimish in 
writing such information or explanation, within such time as he may specify in the 
order. 


(2) On receipt by the company of an order under sub-section (I), it shall be the duty 
of the company, and of all persons who are officers of the company, to furnish such 
information or explanadcai to the best of their power. 

(3) If no informatim or explanation is furnished within the time specified or if the 
information explanation furnished is, in the c^inion of the Registrar, inadequate, the 
Registrar may by another written (xdcr call on ^e company to produce before bfan for 
his inspection such books and papers as he considers necessary within such time as he 
may specify in the order; and it shall be the duty of the company, and of all persons 
who are officers of the company, to produce such books and papers. 

(4) If the company, or any such person as is referred to in sub-sccticm (2) or sub¬ 
section (5), refuses or neglects to furnish any such Infotmation or explanation or if the 
company or any svich person refuses or neglects to produce any such books and papers,— 

(a) the company and each such person shall be punishable with fine which may 
extend to five thousand rupees and in the case of a continuing offence, with an 
additional fine which may extend to two hundred rupees for every day after the first 
during which the offence continues; and 

(b) the Court trying the offence may. on the application of the Registrar and aftm- 
notice to the company, make an order on the company for production before the 
Registrar of such books and papers as in the opinion of the Court, may reasonably 
be required by the Registrar for the purpose referred to in sub-section (i), 

(5) On receipt of any writing containing the information or explanatiiim referred to 
in sub-section (7), or of any book or paper produced whether in pursuance of an order 
of the Registrar under sub-section (3) or of an order of the Court under sub-section (4), 
the Registrar may annex that writing, book or paper, or where that book or piqiet is 
required by the company, any copy ot extract thereof, to the document referred to in 
sub-section (7); and any writing or book or paper or copy or extract thoeof so atmexed 
shall be subject to the like provisions as to inspection, the taking of extracts and the 
furnishing of copies, as that document is subject 

(6) If such information or explanation is not furnished within the specified time or 
if after perusal of such information or explanation or of the books and papers produced 
whether in pursuance of an order of the Registrar under sub-section (3) or of an order 
of the Court under sub-section (4), the Registrar is of opinion tluit the document 


S/F—14-B 
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lefcmxl to in sub-scctioii (7), together with sudi infonnation ot explonatioD or such 
books and papers discloses an unsatisfactory state of affairs ot does not discloac a full 
and fair statement of any matter to which the document purports to relate, the Registrar 
ffhnll report in writing the circumstances of the case to the Central Oovemment. 

(7) If it is represented to the Registrar on mattaials placed before him by any 
contributory or creditor or any other person Interested that the business of a company 
is being carried on in fraud of its creditors ot of persons deaUng with the company or 
otherwise for a fraudul^t or unlawful purpose, he may, after giving the company an 
opportunity of being heard, by a written order, call on the company to futniab in 
writing any information or explanation on matters specified in the rnder, within such 
rim e as he may specify therein; and the provisions of sub-sectimis (2), (5), {_4) and (&) 
of this section ahdl apply to such older. 

(5) If upon inquiry the Registrar is satisfied that any repiesentation mi which he 
took action under sub-section (7) was frivolous ot vexatious, he shall disclose the 
identity of his informant to the company. 

(9) The provisions of this section shall apply muuais mutandis to documents which 
a Liquidator, or a foreign company is required to file under this Act. 

191. (7) Whete, upon information in his possession or otherwise, the Registrar has 
reasonable ground to believe that books and papers of, or relating to, any company or 
other body empotate or managing director or manager of such cmnpany ot other body 
corpmatc, may be destroyed, mutUated, altered, falsified or secreted, the Roglsttar may 

an application to the Regional Director having jurisdiction for an order for the 
seizure of such books and papers. 

(2) After considering the application and bearing the Reghttar, if necessary, die 
Regional Director, few reasons to be recorded in writing, may, by twder, authorise the 
Registrar— 

(а) to ent«, with such assistance as may be required, the place or places whete 

such books and papcis ate kept; 

(б) to search that place or those places in the manum specified in the order, and 

(c) to seize such books and papers as he considers necessary after allowing copies 

of such books ot papers to be taken. 

(5) The Registrar shall return the books and papers seized under this section, as soon 
as may be, and in any case not later than the thirtieth day, after the seizure, to the 
company or the other body corporate « the managing director or the managi* or any 
other person, from whose custo^ ot power they woe seized and inform the Regional 
DirectOT of such return; 

Provided that the Registrar may, before returning such books and papers as aforesaid, 
ake copies of, or extracts from, them ot place identification marks cm them or any part 
hereof or deal with the same in such other manner as he considers necessary. 

(4) Save as otherwise provided in this section, every search or seizure made under 
this section shall be carried out in accordance with the |«ovisions of the Code of 

2 of 1974. Criminal Procedure, 1973 relating to searches ot seizures made under that Code. 

(5) The Central Government may (tfescribe such guidelines as may be considOTcd 
necessary for purposes of this scctiotL 
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docufflcDte 
by 

Registrar. 



132 


THE GAZETTE OF INDIA EXTRAORDINARY 


[Part II— 


Inveatigatko 
of die 
■ffain of 
a company. 


Invcstigatioa 

of 

company’s 
affairs in 
other cases. 


Investigation 

192. (i) The Central Oovemmeot may, whwe a report has bo<« made by the 
Registrar under sub-section (6) of seetkm 190, or undo- sub-section (7) of th^ soctian, 
read with sub-sectitm (6) flieteof, appoint one or mote competent pcrscais as inspect^ 
to investigate the affairs of a company and to repott thetetm in such manner as the 
Central Qovemment may direct. 

(2) Whoc— 

(a) in the case of a ccanpony having a share capital, an applkatkm has been 
received ftom not less than two hundred members M from members bolding not leas 
than one-tenth of die total voting power therein, and 

(b) in die case of a company having no share capital, an plication has bem 
received from not less than cmc-fifth of the persona on the company’s register of 
members, 

die Tribunal may, after giving die parties an oppwti^ty of being hear^ by order, 
declare that the affairs of the company ought to be investigated by an injector or 
injectors, and on such a dedaration being made, the Central Government shaU appoint 
OOB or more competent pexsems as imqiectMa to investigate the affairs of th e conqiany 
and to report thereon in such matmer as the Central Oovemmont may direct 

(3) Ap appUcadem by members of a company under aub-aection (2) shall be 
supported by such evidence as the Tribunal may ie<iuiic for the purpose of ahowing that 
die applicants have good teaami f<» requiring the invosdgatkn; and the CemM 
Oovemme&t mayg bofbto appointing an inspector, requite die applicants to give aeoun^ 
for amount not exoce^ng ten thousand nipeea aa it may think fit, for payment of 
the costs of the investigation. 

193. (1) Without prejudice to its powers under sccdon 192, the Central 
Oovcmmcait— 

(a) shall appoint one or mote competent persona as inspectors to investigate the 
affairs <rf a company and to report thereon in such tnannet as the Central 
Government may direct, if— 

(0 the company, by a special resolution; or 


(ii) the Court, by order, 

declares that affairs of the company ought to be investigated by an inspector 
a{^inted by the Central Government; and 

(b) may do BO If, in the opinion of die TWbunal, thrac arc circumi cances 
suggesting— 

(f) that the business of the company Is being conducted with intent to c ifraud 
its creditors, members at any other pcisoos, or otherwise for a fiaudu^ « 
unlawful purpose, or in a manner oppressive of any of its members, or that the 
company Was formed for any fraudulent or unlawful purpose, 

(ii) that petsoDs concerned in the formation of the company m the management 
of its affairs have in oonnccticm therewith bctai guilty of fraud, misfeasance or 
other misconduct towards or towards any of its members; 
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(ill) that flic members of the company have not been given all the Inratinatloa 
with tespeot tc? Its aflinlts which flwy might reasonably expect, In c lmlln g 
Infonnatioa relating (o the calculatlmi of the ccmunlsslon payable to a m a n ag in g 
« other director, or the manager, of the company. 

(2) No firtn^ body M at other association shall be appointed as an Inspectm 
under section 192 or this seeflon. 

194. (7) If an inspectoi appointed under section 192 ot section 193 to Invotlgatc the 
nffnlwi of a company ibinl™ it necessary for flic purposes of his Invcstlgatloa to 
investigate also tlm affairs of— 

(a) any other body corporate which is, or has at any relevant time been the 
company's subsidiary or holding company, or a subsidiary of Its holding company, 
or a holding company of its subsidiary; 

(b) any other body corporate which ia. or has at any relevant time been, managed 
by any person as tnnnng fa g dlrectm’ or as manager, who is, or was at the relevant 
time, el^er the managing director at the manager of the company; (v 

(c) any poson who is or has at any relevant time been the coippany's managin g 
dheotor or manager, 

the inspector shall, subject to the provisionB of sub-section (2), have power so to do and 
utiatt report on the afEsha of the other body corporate or of the m a n aging dheotor, 
manager, so hir as he thlnfai that the results of his Invcstigalkna thereof ate relevant to 
the inveadgadon of the affairs of the fitst-tnenfloned company. 

(2) In flic case of any body corporate at person tefetied to In dauae (b) at sob- 
aection (i), the inapector shall not exercise his powa of investigation Into, and tepottlDg 
on, its or his afCaits without first having obtained flie prior approval of the Central 
Oovetnment flioteto: 

Provided that before aocordiag approval under this sub-sootioo, the Central 
Oovetnment ahall give the body corporate person a reasonable oppmtunlty to show 
cause why such ^iptoval should not be accorded. 

195. (7) It aball be the duty of all office and other employcea and agmits of flie 
company, and where the affairs of any other body carporate, ore investigated by virtue 
of section 193, of all officers and other anployecs and agents at such body 
corporate," 


(a) to preserve and to produce to an inspector or any person auflimiaed by him 
in this behalf wifli the previous approval of the Central Oovemmeat, all books and 
papers of, or relating to, the company or, as the case may be, of or relating to the 
odier body corporate, which arc In their custody or power, and 

(b) otherwise to give to the in^iector all assistance in oonnecdoo with the 
investigation which flwy ore reasonably able to give. 

(2) The inspector may, with the previous ^proval of the Central Government, 
require any body corpmatc other than a body corporate referred to in sub-accdon (7) to 
ftimUti such information to, or i»oduoc such books and papets before, him or any 
pason aiithorin«H him in this .behalf with the previous approval of that Oovetnmmit 
as be may consider necessary if the furnishing of such infomiation or the produeflem of 
such books and papets is relevant or necessary for the purpooes of his invostlgalloti. 
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(J) The inspector may keep in his custody any books and papers produced under 
sub-sectioo (7) or sub-section (2) for six months and thereafter shall return the same to 
the company, body corporate, firm or individual by whom or on whose behalf die 
books, and p^ts are produced: 

Provided that the inspector may call for the books and papers if they are needed 
again: 

Provided further that if certified copies of the books and papers produced under sub¬ 
section (2) are furnished to the inspeeUx, he shall return those books and papers to the 
body corporate concerned. 

(4) An inspector may examine on oath— 

(a) any of die persons referred to in sub-secdmi (7); and 

(b) with the previous approval of the Central Oovemment, any other person, in 
tcl^ira to the afiaiis of the company, other body corporate; and may administer an 
oath accordingly and for that purpose may require any of those persons to appear 
before him personally. 

(5) If any person fails without reasonable cause or refuses— 

(a) to produce to an inspector or any person authorised by him in this behalf with 
die previous approval of the Cmttal Oovemment any book or paper which it is his 
duty under sub-scctian (7) or sub-section (2) to produce; (S' 

(b) to fiimish any information which it is his duty under sub-section (2) to 
fioniah; or 

(c) to appear before the inspector personally when required to do so under sub- 
aectiem (2) or to answer any question which is put to him by the iu^ector in 
pursuance of that sub-section; or 

(d) to sign the notes of any examination referted to in sub-section (4), be sh al l 
be punishable with ImpriBcmmcnt for a term which may extend to six months, or 
with fine, which may extend to two thousand rupees, or with both, and also with a 
further fine which may extend to two thousand mpees for evoy day after the first 
during which the failure or refusal continues. 

(6) Notes of any examination under sub-section (4), shall be taken down in writing 
and shall be read over to or by, and signed by, the person examined, and may 
thereafter be used in evidence against him. 

(7) In this section— 

(a) the expression "officers", in relation to any company or body corporate, 
inclu dcH any trustee for the dcboiture holders of such ccanpany or body corporate; 

(b) the expression "agent", in relation to any company, body corporate or prason, 
means any <mo acting or purporting to act for or on behalf of such company, body 
corpcaate or person, and includes the bankets and legal advisers of, and pctsmiB 
employed as auditors by, such company, body corporate at person; and 

(c) any rcfcrcnoc to officers and other employees, agents or partners shall bo 
construed as a reference to past as well as present officers and other croployoes, 
agents or partners, as the case may be. 
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196. (i) Where in the course of an investigation under sections 192,'193, 194 or 
203 the inqtechv has rcaaon>:^lc ground to believe that the books and p^>et8 of, or 
relating to, any company or other body corpetate or managing director or manager of 
such company or other body corporate may be desUroyed, mutilated, altered, falsified or 
secreted, the inspector may u;‘ake an application to the Regional Director having 
jurlsdictiGii for an order fev mo seizure of such books and papers. 

(2) After considering the cpplicadon and nearing the inspector, if necessary, the 
Regional Director, for reasons to be ter^orded in writing, may, by order, outbcrisc the 
inspector— 


(a) to enter, with such assistance, as may be required, the place or places where 
such books and papers are kept; 

(h) to search that place or those places in the manna specified in the order; and 

(c) to seize books and papets he considers necessary for the purposes of his 
investigation. 

(5) The inspector shall keep in his custody the hordes and papers seized under this 
section for such period not later than the conclusion of the investigadon as he considets 
necessary and thereafter shall return the same after placing identification marks on them 
or any part thereof to the company or the other body corporate, or, as the case may be, 
to the managing director or the manager or any other person, ftom whose custody or 
power they were seized and inform the Regional Director of such return. 

(4) Save as otherwise provided in this section, every search or seizure made under 
this section shall be carried out in accordance with the provisions of the Code of 

2 of 1974. Criminal Procedure, 1973 relating to searches or seizures made under that Code. 

(5) The Central Oovemmemt may prescribe such guidelines as may be necessary for 
the purposes of this section. 

197. (1) The inspectors may, and if so directed by the Central Oovemment shall, 
make interim reports to that Government, and on the conclusion of the investigation, 
shall make a final report to the Central Government and any such report shall be 
written or printed, as the Central Government may direct. 

(2) The Central Government— 

(a) shall forward a copy of any report (other than an interim report) tnndf. by the 
inspectcas to the company at its registered office, and also to any body corporate 
de^t with in the report by virtue of section 194; 

(b) may, if it thinks fit, furnish a copy thocof, on request and on payment of the 
ptesoibed fee, to any person— 

(0 who is a member of the company or other body corporate dealt with in the 
report by virtue of secti<Hi 194; 

((<} whose interests as a creditor of the company or other body corporate 
aforesaid appear to the Ccmtral Goverrunent to be affected; 

(c) shall, where the inspectors are appointed in pursuance of the provisions of 
sub-section (2) of section 192, furnish, at the request of the applicants for the 
investigation, a copy of the report to them; 
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(d) shall, where the inspectors ate appointed under sectioo 193 in puisuance of 
an (»da of the Court, flirnish a copy of the report to the Court; 

(e) shall, whore die inspechus ate appointed in putsuance of the provlsimis of 
sub-sectioo (2) of section 192, fiitnlsh a copy of the report to the Tribunal; and 

(f) may also cause the rqxnt to be published. 

198. (i) If, from any rqxirt made under section 197, it appears to the Ceittial 
Government that any petson has, in lelatioD to the conqtany or In telatioo to any other 
body ootpemte, whose affaiis have been Investigated by virtue of section 194, been 
guilty of any offence for which be is oiminally liable, the Central Oovemment may, 
after taking swdi legal advice as it thinks fit, prosecute such person for the offence; a^ 
it shall be the duty of all officers and other employees and agents of the company at 
body corporate, as the case may be (other than the accused in the proceedings), to give 
the Central Government all assistance in ccmnection with the luosecutlon which they ate 
reasonably aUe to give. 

(2) Sub-section (7) of section 195 shall l^>pIy for the purpose of tiiis section, as it 
applies for the purpose of that sectiotL 

199. If any sudi company or otba body ctxpomte is liable to be wound iq> under 
this Act and it appears to the Central Government from any such report as aforesaid 
that it is expedient so to do reason of any such circumstances as are referred to in 
sub-clause (0 or sub-clause (ii) of clause (b) of sub-sectioa (f) of sectioo 193, the 
Central Oovemment may, unleas the company or body corporate is already being wound 
up by the Court, cause to be presented to the Court by any poson authorised by the 
Central Oovonment in this behalf— 

(a) a petition fw the winding iq> of the conqiany or body corporate cm die ground 
that it is just and equitable that it should be wou^ up; 

(b) an iqqilicatlon fev an order under seetkm 272; or 

(c) both a petition and an ^iplicatkm as aforesaid. 

200. (i) If from any swdi repext as afesesaid, it spears to the Central Government 
drat {Uoceedings ought, in the public interest, to be brought by the ccmipany or any 
bexly corporate whose affairs have been investigated in pursuance of clause (a) at clause 
(b) of sectiem 194,— 

(a) for the recovery of damages in respect of any fraud, misfeasance at other 
misconduct in cxxmection with the promotion or formation the management of the 
affairs, of such cennpany or body cxapoiate; or 

(b) for the recovery of any property of such corrqwny, body omporale, whiob 
has been misapidied or wroogf^y retained; 

the Central Oovemmoit may itself bring proceedings for that purpose in the name of 
such company « body corpewate. 

(2) The Central Oovemment shall Indemnify such emmpany body corporate against 
any cersis or expenses incurred by it in, or b connection wi^ any proceedings brought 
by virtue of sub-section (i). 
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201. (7) The expenses of an incidental, to an investigation by an inspector appointed 
by the Central Oovetnment under section 192 or 193 shall bo defrayed in the fitiu 
instance the Central Oovommoit; but die following petsons ahall, to the extent 
mentioned below, be liable to teimbursc die Central Ooyemmmt in respect of such 
expenses:— 


(a) any person who, is convicted on a proseouticn instituted in pursuance of 
aeodon 198, who is otdeted to pay damages or restore any property in 
proceedings Inought by virtue of section 200, may, in the «at¥ie {woceedlngs, be 
ordered to pay the said expenses to ,8uoh extent as may be apecifl^ by the Court 
convicting such penon, <» /Cxderlng hhn to pay such damages or restore such 
propcTty, as the case may be; 

(b) any company or body corporate in whose name {noceedlngs ate brought as 
afraesald shall be liable, to the extent of the amount or value of any sums or 
prc^ietty recovered by it as a result of the proceedings; stwl 

(c) unless, as a result the investigadon, a prose^don is imdtuted in pursuance 
of seodon 198,— 

(0 any company, body coeporate, managing direcUv or manager dealt with by 
the report of the Inspector shall be liable to reimburse the Central OovemtrKnt in 
respect of the whole of the expetscs, unless and except in so far as, the Central 
Oovemmont dtherwise directs; and 

(ii) the applicants for the investigadon, where the Irtspector was appointed in 
pursuance the provisions of sub-sccdon (2) of secdon 192, shall be liable to 
such extent, if any, as the Central Oovemmoit may direct 

(2) Any amount for which a company or body corpcaate is liable by virtue of clause 
(b) of sub-sccdon (7) shall be a drat <diarge on the s ums or properd'’ mendoned in th ^t 
clause. 

(3) The amount of expenses, in rctpect of which any company, bod^ corporate, 
managing director or maiuger is liable under clause (c) of sub-seetkm (7) to reimburse 
the Central Government, shall be tecovoable from that company, Ixxly onpotate 
managing director or manager, os an anear of land revenue. 

(4) For the purposes of this secdon, any costs expenses incurred by the Central 
Oovemment in or in connecdon with proceedings brought by virtue of secdon 200 
including expenses irKxirrcd by virtue of sub-secdon (2) thoeof shall be treated as 
expmses of the invcsdgatkm giving rise to the proceedings. 

(5) (a) Any liability to reimburse the Central Govcmmait imposed by clauses (a) 
and (b) of sub-secdon (7) shall, subject to sadsfacdon of the right of the Central 
Government to reimbursement, be a liability also to indemnify ^ persons against 
liability under clause (c) of that sub-secdon. 

(b) Any such liability imposed by clause (a) of sub-sccdon (7) shall, subject as 
aforesaid, be a liability also to indernnify all posons against liability under clause (b) 
of the said sub-soedotL 

(c) Any person liable under clause (a) or clause (b) or sub-clause (i) or sub-clause 
(ii) of clause (c) cf sub-secdon (7) shall be endtled to contribution from any other 
pmscui liable under the said clause or sub-clause, as the case truy be, according to the 
amount of dteir respective llabilldcs thereunder. 
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(d) In so far as the expenses to be deftayed by the Central Oovemment under (his 
section are not tecovered thereunder, they shall be paid out of moneys provided by 
Parliament. 

2(XZ. A cc^y of any report of any inspector or inspecton ^pointed under section 
192 ot sccdoo 193 authenticated in such manner, if any, as may be prescribed, shall be 
admissible in any legal proceeding as evidence of the opinion of the inspector or 
inspectors in relation to any matter contained in the report. 

2Q3. (J) Whole it appears to the Central Qovanment that there is good reason so 
to do, it may appoint one or more inspectors to investigate and report on the 
membership of any company and other mattcis relating to the company, for the purpose \ 
of determining the true petsons— 

(a) who are or have been financially interested in the success or failure, whether 
real or appanmt, of the company; or 

(fe) who are or have been able to control ot materially to influence the policy ctf 
the company. 

(2) Without prejudice to its powers under this section, the Central Govemmoit shall 
appoint one or mote inspeckxs under sub-section (f), if the Tribunal, in the course of 
any proceedings before it, declares by an order that the affairs of the company ought to 
be investigated in regard to the matter specified in sub-section (i). 

(3) When appointing an inspector under sub-section (7), the Central Oovnnment may 
define the scope of his investigation, whether as respects the mattos ot the period to 
which it is to extend or otherwise, and in particular, may limit the investigation to 
matto- connected with particular shares or delamtures. 

(4) Subject to the terms of an inspector’s appointment, bis powers shall extend to 
the investigation of any circumstances suggesting the existence of any arrangement or 
undetstanding which, though not legally binding, is or was observed or is likely to be 
observed in practice and which is relevant to the purposes of his investigation. 

(J) For the purposes of any investigation under this section, sections 194, 195 and 
197 shall aK)ly with the necessary modificatimis of references to the affairs of the 
company ot to those of any other body corporate; 

Provided that the said sections shall apply in relation to all persons (including 
persons conoemed only on behalf of otbets) who are or have been, or whom the 
inspector has reasonably cause to believe to be or to have be^— 

(i) financially Interested on the success or failure, or the apparent success (V 
failure, of the company, ot of any other botfy corporate whose monbetship or 
constitution is investigated with that of the company; ot 

(li) able to control « materially to influence the policy of such company, body 
corporate as they apply in relation to officers and other employees and agents of tile 
company of the other body corporate, as the case may be: 

Provided further that the Central Government shall not be bound to furnish the 
company or any other petson with a copy of any report by an inspector appointed under 
this section or wltb ft coniplctc copy thereof^ if it is of (pinion there is good reason 
for not divulging the contents of the report or of parts thereof; but in such a case, the 
Central Government shall cause to be kept by the Registrar a copy of any such report, 
or as the case may be, of the parts thereof, as respects which it is not of ibni opinion. 
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((5) The expenses of any investigation under this section shall be defrayed by the 
Central Government out of moneys provided by Parliament, unless the Central 
Government directs that the expenses or any part thereof should be paid by the persons 
on whose application the investigation was ordered. 

204. (7) Where it appears to the Central Oovemmemt, or to the Tribunal In any 
proceedhtgs before it, that there Is good reason to investigate the ownership of any 
shares in or debentures of a company or of a body corporate and that it is unnecessary 
to appoint an inspector for the purpose, the Central Government or the Tribunal, as the 
case may be, may requite any person whom, it has reasonable cause to believe— 

(a) to be, or to have been, interested in those shares or debentures*, or 

(b) to act, or to have acted, in relation to those shares or debentures, as the legal 
adviser or agent of someone interested therein, 

to give the Central Goverrunent or the Triburud, as the case may be, any infocmation 
which he has, or can reasonably be expected to obtain, as to the present and past 
intcrepts in those shares or debentures, and the names and addresses of the petsorrs 
interested and of any persons who act or have acted on their behalf in relation to the 
shares or debentures. 

(2) For the purposes of sub-section (7), a person shall be deemed to have an interest 
in a share or debenture— 

(a) if he has any right to acquire or dispose of the share ^r debenture or any 
interest therein or to vote in respect thereof; 

(ft) if his consent is necessary for the exmeise of any of the rights of odim 
persons interested therein; or 

(c) if other persons interested therein can be required, or are accustomed, to 
exercise their rights in accordance with his directions or instructions. 

(S) Any person— 

(a) who fails to give any information required of him under this sectioo; or 

(b) who, in giving any such information, makes any statement which he knows 
to be false in a material particular, or recklessly makes any statement which is false 
in a material particular, 

shall be punishable with imprisonment for a term which may extend to six months, or 
with fine which may extend to ten thousand rupees, or with both. 

205. (7) Where it appears to the Tribunal, whether on a reference made to it by the 
Central Government In connection with any investigation under section 203 or section 
204 or on a complaint made by any person in this behalf that there is good reason to 
find out the relevant facts about any shares (whether issued rt* to be issued) and the 
Tribunal is of the opinion that such facts cannot be found out unless the restrictions 
specified in sub-section (2) are imposed, the Tribunal may, by order, direct that the 
shares shall be subject to the restrictions imposed by sub-section (2) for such period not 
exceeding three years as may be specified in the order. 

(2) So long as any shares are directed to be subject to die restrictions imposed by 
this sub-section— 
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(a) any transfer of those shares shall be void; 

(b) where those shares are to be Issued, they shall not be issued, and any issue 
thetcof any transfer of the tight to be issued tboewith, shall be void; 

(c) no voting tight shall be exercisable in reqtect of those shares; 

(d) no further shares shall be Issued in tight of those shares or in pursuance cf 
any offer made to the holder thereof; and any issue of such shares or any transfer of 
the right to be issued therewith, shall be void; and 

(e) exeqK in a liquidation, no paymoit shall be made of any Sums due fhxn the 
oompany on those shares whedter in rctqiect of dividend, capitm cw otherwise. 

(3) Where a transfa shares In a oompany has taken place or the llibunal has 
reasonable ground to believe that such transfa is likely to take place and as a result 
thereof a change in the composition of the Board is likely to take place and the 
Tribunal is of the opinion that any such change would be prejudicial to the public 
intoest, it may, by order, direct th^— 

(a) the voting rights in rcq)ect of those shares shall not be exacisable for such 
pmod not exceeding three years as may be specified in the order, 

(b) no resolution passed or action taken to effect a change in the composition 
of the Board before die date of the ordt^ shall have effect unless confirmed by the 
Tribunal; and 

(c) any transfer of diaies in the company during such period not exceeding three 
years as may be qiecified in the order, shall be void. 

(4) The Tribunal may, by order at any dme, vary or rescind any order made by it 
under sub-section (i) or sub-secdon (5). 

(5) Any order made by the Tribunal under sub-section (4) shall be served cm the 
company within fourteen days of the making of the order. 

(<5) Any person who— 

(a) exercises or purports to exercise any right to dispose of any shares or of any 
right to be issued vidth any such shares when to his knowledge he is not entMed to 
do so by reason of any of the said rcstrictlots applicable to the case under sub- 
sectiem (2); or 

(b) votes in respect of any shares whether as bolder or proxy, or appoints a proxy 
to vote in respect thereof, when he is aware that he is not entitled to do so by 
reason of any of the said rcstrictionB applicable to tlk c»sc under sub-seetkm (2) or 
by reason of any order made under sub-section (5); or 

(c) transfers any shares in contravention of any order made under clause (c) of 
sub-secdon (5); cv 

(d) being the holder of any shares in respect of which an otda under sub-secdon 
(2) or sub-section (S) has been made, fails to give notice of the fhet of their bding 
subject to any such order to any petson whom he docs not know to be awar^ of that 
fact but whom be knows to be citherwlse entitled to vote in respect of those shares, 
whether as holder or as a proxy. 
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shall be punishable with imprisonment for a term which may ext«md to two years, or 
with fine which may extend to fifty thousand nipccs, or with both; 

(7) Whoe sbaics in any company arc issued in oond^vcndcm of such of the 
restrictioas as may be applicable to the case under sub-sectkm (2), the company, and 
every ofRca of die company who is in default, shall be punisWilc with fine which 
may extend to fifty thousand rupees. 

(fi) A prosccutkm shall not be instituted undm* this section except by, or with the 
consent of, the Central Oovctnment 

(9) This section shall apply in relation to debentures os it applies in relation to 
shotea. 

206. An investigation may be initiated under section 192, section 193, scoticm 194, 
section 203 or section 204 notwithstanding that— 

(a) an i^lication has been made for an order under section 272; or 

(h) the company has passed a qieclal resolution for voluntary winding tq>, 

and no investigation so initiated shall be stopped or suspended by reason only of the 
fact that an q^Ucation referred to in clause (a) has been made ot a special resolution 
referred to in clause (b) has been passed. 

207. Nothing in sections 190 to 205 shall require the disclosure to die Tribunal or 
to the Central Government or to the Registrar or to an inspector appointed by the 
Central Oovonment— 

(a) by a legal adviser, of any privileged commimlcation made to him in that 

capacity, excqrt as respects the name and address of bis cUort; or 

(b) by the bankers of any company, referred to in the sections afeaesaid, as such 

bankas or financial institutions, of any information as to the affiairs of any of their 

customers otha than such company. 

CHAPTER n 
DIRECTORS 

Constitution of Board of Directors 

208. (2) Every public company shall have not less than three, and not more than 
fifteen dh^tews. 

(2) Evoy other company shall have not less than two, and not mote dian twelve 
directors. 

(5) The directors of a company collectively ore referred to in this Act as the 
"Board". 

(4) Only an individual shall be ^rpointed as a director and no botfy cerpenate, 
association or firm shall be appointed as the director of a company. 

(5) In a default of and subject to any regulations in the articles of a company, 
subscribets to the memorandum who arc individuals, shall be deemed to be directors 
of the company, until the directors are duly appointed in accordance with section 209. 
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209. (7) Unless the articles i*ovidc for the redrement of all directors at every 
ptitiiml general meeting, not less than two-thirds of the total number of directors of a 
public company, or of a private company which is a subsidiary of a public company, 
shall— 

(а) be persons whose pcnod of office is liable to dete rmin ation by retirement of 
directors rotation; and 

(б) save as otherwise expressly provided in this Act, be appointed by the company 
in a general meeting. 

(2) The remaining directors in the case of any such company, and the directors 
generally in the case of a private company which is not a suteidiary of a public 
company, shall , in default of and subject to any regulations in the articles, also be 
appoint^ by the company in general meeting. 

210. (7) At the first armual general meeting of a public cesnpany, or a private 
company which is a subsidiary of a public company, and at every subsequent annual 
general meeting, one-third of such of the dtrcctots for the time being as arc Uablc to 
retire by rotation, or if their number is not three or a multiple of three, then, the 
number nearest to one-third, shall retire from office. 

(2) The directors to retire by rotation at every annual general meeting shall be those 
who have been longest in office since their last appointment, but as between persons 
who became directors on the same day, those who are to retire shall, in default of and 
subject to any agrooment among themselves, be determined by lot. 

(i) At the armual general meeting at which a director retires as aforesaid, die 
company may fill up the vacancy by appointing the retiring director or some other 
person thereto. 

(4) (a) If the vacancy of the retiring director is not so filled up and the meeting has 
not expressly resolved not to fill the vacancy, the meeting shall stand adjourned till tlm 
same day in the next week, at the same time and place, oc if that day is a public 
holiday, till the next succeeding day which is not a public holiday, at the same time 
and place. 

(b) If at the adjourned meeting also, the vacancy of the retiring director is not filled 
up and that meeting also has not expressly resolved not to fill the vacancy, the retltlng 
director shall be deemed to have been re-aRwinted at the adjourned meeting, unless— 

(0 at that meeting or at the previous meeting a resolution for the re-appointment 
of such director has been put to the meeting and lost; 

(ii) the retiring director has, by a notice in writing addressed to the company or 
its Board of directors, expressed his unwillingness to be so re-appointed; 

(Hi) he is not qualified or b disqualified for appointment; 

(tv) a resolution, whether special or ordinary, b required for hb appointment or 
re-appointment by virtue of any provbions of thb Act; or 

(v) the proviso to sub-sccnmi (2) of section 214 b applicable to the case. 

Explanation -—In this section and in section 211, the exjxession retiring director' 
means a director retiring by rotation. 
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211. (1) A person who is not a retiring director shall, subject to the provisions of 
this Act, be eligible for appointment to the office of director at any gennal meeting, if 
he or some m^ber intending to propose him has the consent of one hundred 
shareholders or of the holders of one per cent of the voting power and has, not less 
than fourteen days before the meeting, left at the office of the company a notice in 
writing under his hand signifying his caixlidaturc for the office of director or the 
intentian of such member to propose him as a candidate for that office, as the case may 
be, along with a deposit of ten thousand rupees which s hall be forfeited if the votes 
cast on the resolution are less than one per cent of the total number of votes cast on 
the resoluticm. 

(2) The company shall inform its members of the candldahire of a person for the 
office of director or the intention of a memba to propose such person as a candidate 
fer that office, by serving individual notices on the members not less than seven days 
before the meeting: 

Provided that it shall not be necessary for the company to s«ve individual notices 
upon the monbers as aforesaid If the company advertises such candidature or intention 
not less than seven days before the meeting in at least two newspapers circulating in 
the place where the registered office of the company is locate^ _of which one is 
published in the EngUsh language and the other in the regional language of thqf place. 

(3) Sub'section (J) shall not apply to a private company, unless it is a subsidiary of 
a public company. 

212. Nothing in section 209 shall affect any power conftated on the Board by the 
articles to appoint additional directors: 

Provided that such additional directors shall hold office only up to the date of the 
next annua] general meeting of the company: 

Provided further that the number of the directors and additiotuil directors together 
shall rtot exceed the maximum strength fixed for the Board by the articles: 

Provided also that no person who has, in an election, failed to get elected as a 
director, shall be appointed as an additional director till the next annual general meeting 
of the company. 

213. (I) In the case of a public or a private company which is a subsidiary of a 
public company, if the office of any director appointed by the company in general 
meeting is vacated before his term of office expires in the normal course, the resulting 
casual vacancy may, in default of and subject to any regulations in the articles of the 
company, be filled by the Board at its meeting. 

(2) Any pcrsmi so ^pointed shall hold office only up to the date up to which the 
director in whose place he is appointed would have held office if it bud not been 
vacated as aforesaid. 

214. (7) At a general meeting of a public company or of a private company which 
is a subsidiary of a public company, a motion shall not be made for the appointment of 
two or mcae persons as directors of the company by a single resolution, unlrn a 
resolution that it shall be so made has first been agreed to by the meeting without any 
vote being given against it. 

^2) A resolution moved in centravention of sub-section (J) shall be vrtid, wbetim or 
not objection was taken at the time to its being so moved: 
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Provided fliat where a resolution so moved is passed, no ptovisimi for the automatic 
re-appointment of the director retiring by rotation in de&ult of another ai^intment 
shall a{^ly. 

(3) For the purposes of this secdon, a motion f<» ai^tfoving a person’s appointment, 
or f(» nominating a person iat appointment, shall be treated as a motion for his 
appointment. 

215. Nothing contained in sections 143, 209, 210 and 214 ^lall affect any provision 
in the articles of a company for the election by ballot of all its diicotors at each a nm ial 
gcaionl meeting if such company docs not cany on business for profit or pre^bits the 
payment of a dividend to its membos. 


216. (I) Every person other than a dirceft* retiring by rotation or otherwise or a 
person who has left at the office of the company a notice under sectiem 211 signifying 
his candidature for the office of a director proposed as a candidate for die office of a 
director «biil1 sign, and file with the company, his consent in writing to act as a 
directed, if appointed. 

(2) A person other than— 

(a) a director re-appointed after retirement by rotation or immediately on the 
expiry of his term of office; or 

(ft) an additional director or a person filling a casual vacancy in the office of a 
dirwtor under scctiMi 213, appointed as a director or re-appointed as an additional 
or alternate director, immediately on the expiry cf his term of office; <«■ 

(c) a person named as a director of the company under its articles as first 
registered, 

shall not act as a director of the o<xiq>any unless he has within thirty days of his 
^pointment signed and filed with the Registrar bis consent in writing to act as such 
^mtor. 

(3) This sectiem shall not apply to a private company unless it is a subsid i ar y of a 
public company. 

217. Notwifirstanding anything contained in this Act, the articles o€ a company may 
provide fn the appointment of not less than two-thirds of the total rrumbn of the 
directors of a pubUc company or of a private company which is a subsidiary of a 
public company, according to the principle of propevtioW representation, whefiier by 
the single transferable vote or by a system of cumulative voting or otherwise, the 
appoinimetrts being made mice in every three years and interim casual vacancies being 
filled in accordance with the provisions, mutatis nwtandis, of section 213. 
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218. (i) A person shall not be capable of being appointed dircctof of a company by 
the articles, and shall not be nam ed as a director oe prt^josed director of a crat^wny in 
a prospectus issued by or on behalf of the company or as proposed director ot an 

company in a prospectus issued in relation to that intended company, unless, 
before the registration of the articles, the publication of the prospectus, he has by 
himself or by his agent, authorised in writing, signed and filed with the Registrar, a 
consent in writing to act as such director. 

(2) This section shall not a|^ly to— 

(a) a company not having a share capital; 

(b) a private company; or 

(c) a prcepcctus issued by or on behalf of a company after the expiry of one year 
from the date on which the company was incorptaated. 

Managing directors, etc. 

219. No company shall, after the commenccmoit of diis Act, appoint em|doy, tw 
continue the appointment or employment of, any person as its managing ot whole-time 
director who— 

(a) is an undischarged insolvent, ot has at any time been ar^udged an insolvent; 

(b) suspends, ot has at any time suspended, payment to his creditors, or makes, 
or haw at any time made, a cmnposition with them; or 

(c) is, ot has at any time bear, convicted by a Court of an offence involving 
moral turpitude. 

220. (I) Every public company, or a private company which is a subsidiary of a 
public company, having a paid-up share capital of such sum as may be prescribed shall 
have a mana gin g or whole-time director or a manager. 

(2) No ^^mtment of a person as a managing or whole-time director or a manager 
in a public company or a private company which is a subsidiary of a public company 
mhall be made except with the approvd of the Central Oovemment unless such 
appointment is made in accordance with the conditions specified in Schedule II and a 
return in the prescribed form is filed vdthin sixty days from the date of such 
appointment. 

(J) Every application seeking approval to the appointment of a managing or whole- 
time director or a manager shall be made to the Central Oovemment within a period of 
sixty days from the date of such appointment 

(4) The Central Government shall not acemd its appHoval to an application truidc 
under sub-section (5), if it is satisfied that— 

(a) the managing or whole-time director or the manager ^pointed is, in its 
opi^on, not a fit and proper person to be appointed as such or such aii^intment is 
not in Ac public interest; or 

(b) Ac terms and conAtions rf Ac appointment of managAg or whole-time 
director or Ac manager arc niot fair and reasonable. 

(5) It shall be competent for Ac Central Oovenunent while according approval to an 
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appointmoit imdcf sub-seclicn (5) to accord approval for a petioa icaacr u™- uh, 
for which the appointment is pn^xwed to be made. 

(6) If die appofanment of a person as a managing or whole-time dlteotor or a 
managa b not ^>proved by the Central Oovemment sub-section (4), the person 
so a|q>o4nted shall vacate bis office as sudi managing or whole-time ditector or manager 
on the date on which the decisiem of die Central Government is communicated to the 
company, and if be omits ct Calls to do so, he shall be punishable with fine which may 
extend to five hundred rupees for every day during which he omits n fails to vacate 
such office. 

(7) Where the Central Oovemmait suo motu or on any ittfctfmatiai received by it 
is, prima facie, of the opinion that any appointment made under sub-section (2) without 
dK approval of the Central Government has been made in contravention of the 
provisions of Schedule n, it shall be competent for die Central Government to refier the 
matter to the Tribunal for a decision. 

(S) The Tribunal shall, on receipt of a reference under 8ub-seod<m (7), issue a notice 
to the company, the managing or whole-time directs or the manager, as the case may 
be, and the ^icctat or other officer teqioOBlble fev complying with dm requirements of 
Schedule II, to show cause as to why such appointment shall not be tominated and the 
poialtics provided under sub-secdon (10) ah^l not be imposed. 

(9) The Tribunal shall, if, after giving a reasonable oppcvtunlty to the conqiany, the 
managing or whole-time director or the manager, or the officer who is in default, as 
the case may be, conies to the conclusion that die appointment has been made in 
contravendon of the requirements of Schedule II, make an cxder declariiig that a 
contravendon of the requbrnnents of die rules made in this behalf has takm place. 

(10) On the nuddog of an cader by the Itibunal under sub-secdon (9),— 

(a) the company shall be liable to a fine which may extend to five thousand 
rupees; 

(b) every officer of the company who is in default shall be liable to a firm of ten 
thousand rupees; and 

(c) the appointment of the manning or whede-time director or manager, as die 
case may be, shall be dconed to have emne to an end and the person so iqipointed 
shall, in addidon to being liable to pay a fine c€ ten thousand rupees, refimd to die 
oonqiany the endte amount of salar^ commiasioos and perquisites received or 
mjoyed by him between the date of his appointmmit and the passing of such order. 

(11) If a company contravenes the proviskms of sub-secdon (10) at any direcdon 
given by die Tribund under that sub-s^on, every officer of the oon^any who la in 
default and the tminag ln g or whole-time ditector or die manager, as the case may be, 
■HaII be punishable with imprisonment for a term which may extend to three years and 
shall also be liaUe to a fine which may extend to five huiahed rupees for every day of 
default 

(12) All acts done by a managing whole-dme director or a manager, as the case 
may be, purpmdng to act in such capacity and whose appointment has been found to 
be in contravendon of die provisions of Sdiedule H, shall, if the acts so done are valid 
odierwise, be valid notwithstanding any order made by tte Tribunal under sub-section 
(9). 


MIF.'U/P-IS'B 
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Explanation.—ln this section "af^intmcot* inoludcs rc-appoliittncat and 'wholB-dinc 
director" looludea a director in the whole-time em|doymcat of the tompany. 

221. (7) A petsoD shall not be capable of being apptdnied directw of a oompioiy, 
if— 


(a) he has been found to be of unsound mind by a Court of ooa^)etent 
juri^cdon and the finding is in force; 

(A) he is an undischarged insolvent; 

(c) he has applied to be adjudicated as an insolvent and his qipllcadon is peodlQg; 

(d) he has been convicted by a Court of any cdfcnce involving moral turpitude 
and sentenced in respect thereof to imprisonment for not less thu six tnonlb^ and 
a period of five years has not elapsed from the date of expiry of the sentence; 

(e) be has not paid any call in re^)ect of shares of the company held by Him, 
whether alone or Jointly with others, a^ six months have elapsed the last day 
fixed f<v the payment of the call; 

(/) an order disqualifying him for appolnlmcnt as director has been, passed by a 
Court in pursuance of section 261 and is b force, unless the leave of die Court has 
been obtbned fc^ his appointmoit in pursuance of that section; 

(g) be baa been found guilty of contravention of tbe Securities and RTnh««ig« 
Board of India (Substantial Acquisition of Sbares and Takeover) Regulatiaiis, 1997 
made under the ptovlskMis of the Securities and Exchange Board of India Act, 1992 
and a period of two years has not diq)scd from die date of his conviction. 

(2) A private company which is not a subsidiary of a public company may, by its 
articlca, provide diat a petsan shall be disqualified for appointment as a director on any 
grounds in addition to those specified in sub-aectiem (7). 

222. (7) No petson shall htdd office as a director in mote than fiftoM companies at 
the same dme: 

Provided that where any such petson also holds office as a tnanag ltig dlrectn or 
whole-time director in any company, tbe limit specified in the sub-section shall be 
reduced to ten. 

(2) Any person holding office as director in mme than fifteem companies or bolding 
office as a managing or whole-time director in one or mote companies and bolding 
office as a director in mote than ten cmnpanics. Immediately bofme the oommenoement 
of diis Act shall, within six^ days fimn such commencement,— 

(a) choose not mme than fifteen or as the case may be, tmi of those conqianies 
as companies b which he wishes to contbue to bdd the office of dircebv, 

(b) resign bis office as director b the other companies; and 

(c) mtimatc tbe choice made by blin under clause (a) to each of tbe companies b 
which he was holdbg tbe cdficc of director before such oommenoement, to die 
Registrar having Jurlsdlcticm b respect of each such company. 

(5) Any resigoatioo made b pursuance of clause (b) of sub-seetkm (7) shall become 
efieodve immediately on the dc^wtefa thereof to the company concerned. 
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(4) Where a person already holding the office of director in fifteen companies is 
appointed, after the cmnmencemcnt of this Act, as a director of any other company, the 
appointment— 

(a) shall not take effect unless such person has, within fifteen days thereof, 
effectively vacated his office as directew in any of the companies in which he was 
already a directrw; and 

(h) shall become void immediately on the cx|niy of the fifteen days if he has 
not, before such expiry, effectively vacated his office as director in any of the other 
companies afmesaid 

(5) Where a petsmi already holding the office of director in fourterm companies or 
less is appt^ted, after the commencr^mt of this Act, as a directed of other companies, 
making the total number of his director^ps to mote than fifteen, he shall cho^ the 
directorships which he wishes to continue to bold or to accept, so however that the total 
number of the directorships, old and new, held by him shall rmt exceed fifteen. 

(6) None of the new appointments of director shall take effect until such choice is 
ma^; and all the now appointments shall beemne void if the choice is not made within 
fifteen days of the day on which the last of them was made. 

(7) Any person who bolds office, or acts, as a dlrectm of mc^ than fifteen 
companies in contravoitlon of the provisions of this section shall be punishable with 
fine which may extend to fifty thousand rupees in respect of eaxdi of those companies 
after the first fifteen. 

223. (i) In calculating, for the purposes of section 222, the number of companies of 
which a person may be a director, the following companies shall be excluded, 
namely;— 

(a) a tnivate company which is neither a subsidiary nor a holding company of a 
public company*, 

(b) an unlimited company; 

(c) an association not carrying on business f(» profit or which prohibits the 
payment of a dividend; 

(d) a company in which such petsod is mily an alternate director, that is to say, 
a direotor who is oidy quaiified to act as such during the absence or Irrc^wcity of 
some otba direotM. 

(2) In malting the calculation aforesaid, any company referred to in clauses (n), (b) 
and (c) of sub-section (J) shall be excluded for a period of three mmiths from t^ date 
on wUdr the company ceases to fall within the purview of those clauses. 

224. (J) No person shall be eligiHc to bold office as a managing direotm, whole- 
time dir^or or other director or manager of a company, if he has attained the age of 
seventy-five years. 

(2) Where any manag in g directmr, whole-time dhectM or other dlrcctm or manager 
aMaliia tbc age of sevenly-fivc years (mi the commeiKenrcnt of this Act, or at any dme 
dieteafter, th^ notwithstanding anything contained in sub-secdoo (J), be shall cmitinuc 
to hold such office even after such oommcncement until the expiry of his term. 
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(3) Nothing in this secticm shall ^>ply to a private company unless It is a subsldlaiy 
of a public company. 


yacation of office by directors 
225. (!) The office of a diiector shall become vacant if— 

(a) he is found to be of unsound mhut by a Coutt of competent jurisdiction; 

(h) he ^plics to be adjudicated an insolvent; 

(c) be Is adjudged an insolvoit; 

(d) he is convicted by a Coutt of any offence involving nu»al tutpitudo and 
sentenced in tespcct thereof to imprisonment for not less than six mondis; 

(e) he fails to pay any call in respect of diarcs of die company held by him, 
whether alone or jointly with othets, ^thin six months from die last date fixed for 
the payment of the cali; 

(f) he absents himself from three consecutive meetltfgs of the Board, or from all 
meetings of the Board for a continuous period of three months, whichevo' is kmga, 
without obtaining leave of absmcc from the Board; 

(g) he (whether by himself or by any pcison for his benefit or on his account), or 
any firm b which he is a partner or any private company of which he is a directs, 
accepts a loan, or any guarantee or security for a loan, from the company in 
contravention of secdon 233; 

(h) he acts in contravention of sccticm 235; 

(0 he becomes disqualified by an orda of Court under secdon 15S; 

0) he is removed in pursuance of secdon 226; or 

(it) having been appointed a diteeb^ by virtue of his bolding any office or other 
employment in the company, he ceases to hold such office or other employment in 
the company. 

(2) Notwithstanding anything in clauses (c), (d) and (i) of sub-sectioo (i), the 
disqualificadon referred to in those clauses shall not take effect— 

(a) f(» thirty days frmn the date of the adjudicadon, sentence or order, 

(h) where any appeal or peddon is preferred within die thirty days afmesald 
against die ar^u^cation, sentence or conviction resulting in the sentence, or order 
until the expiry of seven days from the date cm which such appeal ct pedtkm is 
disposed (]€; or 

(c) where within the sevoi days aforesaid, any further appeal or peddon is 
preferred in respect of the adjudication, sentence, ccmvlcdon, or orda, and the appeal 
or petidon, if allowed, would result in the removal of the disqualificadon, until such 
further appeal or petition is disposed of. 

(5) Subject to the provisions of sub-secdons (f) and (2), if a person frmedons as a 
director when he knows that the office of dfrector held by him has become vacant on 
account of any of the disqualifioatkms, specified in sub-seotion (7), be sh a ll be 
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punlflhibk with Imprboiuiient for a term whidi may oxteiid to three yearn and with fine 
which may extend to five thousand rupees for each day on which he so fiinotians as a 
diieotcw. 

(4) A private company which is not a subsidiary of a public coo^iany may, by its 
ardoli^ provide that die office of ditcctM abnil be vacated on any gtoui^ in addition 
to those specified In sub-section (7). 

Removal of 226. (7) A company may, by otdinaty resolution, remove a director (not being a 
directors. director appointed by the Central Oovemment in pursuance of section 273) before the 

expiry of bis p^od of office: 

Provided that nothing contained in this sub-secdoo shali apply wb^ the company 
has availed itself at the option given to it under section 217 to appednt not less than 
two-thirds of the total number of directors according to the princijde of prcqxMticHial 
repieaentatitm. 

(2)'Speclal notice nhall bo required of any resolution to romove a director under this 
seodon, or to appoint smne other person in place of a director so removed at the 
meeting' at which he la removed, along with a deposit of ten thousand nqiecs which 
iihall be rounded if dm tesoludon is passed. 

(i) On receipt of nodee of a resolution to ranove a director under this secdon, the 
company nhall forthwith said a copy thereof to the director concemed, and the director 
(wbedm or mt he is a member of the cmnpany) shall be endtied to be beard cm the 
resolution at the meedng. 

(4) Where nodoe is given of a rcaoludon to remove a director under this secdon and 
the dlreck» oonccnied makes with reflect thereto refnesentadons in writing to the 
company (not exceeding a reascmable length) and requests their nodfloadon to members 
of the company, the company shall, unless the repreaentatkms are reotdved by it are too 
late for it to do so— 

(a) in any notice of the resolution given to members of the compaiy^, state the 
fact of the representations having been made; and 

(b) send a copy of die refteesentadons to every member of the oempany to whom 
notice of the meeting is scot (whether befme or after receipt of the rep na eo ta d o n s 
by the company), 

and if a copy of die reptosentadoos is not scot as aforesaid because they were received 
too late or because of the company’s de&ult, the ditecUv may (without ptejudloc to bis 
right to be beard orally) require dial the reprcsaitadoOB sh^ be read out at the 
nieeting: 

provided that copies of the r^trescotadoos need not be sent out and tfac 
r^Mcsentadons need not be read out at the meeting If, on the appUcadon either of the 
company <x of any odm person who claims to be aggrieved, tte Tribunal is satisfied 
that the tights conferred by this sub-secdoo arc being abused to secure needless 
publicity for defamatory matter, and the Tribunal may order the oon^wny's costs ^ the 
iqipUcadon to be paid in whole « in part by the directed notwi thst a ndin g that he is not 
a parly to it. 


(5) A vacancy created by the removal of a director under this secdon may, if he had 
been appointed by the company in genoal meedng or by the Board in pursuance of 
secdon 213, be filled by the appointi^t of another director id his stead by the meedng 
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at which he is ttmoved. provided special nodoe of the hitended ^ipointnietit has been 
given niKlct sub-sccdon (2). 

(0) A director so ^)pofaited shall hold offloe until the date up to which his 
ptedecessor would have held office if hs had not been reinoved as aforesaid. 

(7) If the vacancy is not filled under sub-section (5), it may be filled iq> as a casual 
vacancy in accordance with the provisions, so far as they may be applicable, of aeotioa 
213, and all the ptovUons of that secdon shall apply aoconhngly: 


Provided that the director who was removed from office shall not be te-appoinled as 
a directed by the Board. 

(d) Nothing in dils section shall be taken— 

(a) as depriving a person removed thereunder (rf any compmaation or damages 
payable to Him in respect of the terminatkai of his appointment as director or of any 
appointment terminating with that as director, or 

(b) as derogating from any power to remove a director vddoh. may cudst 
from this seetkm. 


Meetings of Board 


Meedn^ of 

Board, 

notice, 

quorum, 

etc. 


(2) Notice of every meeting of the Board of a public company akmg with ifae agenda 
shall be given in writing to every director for the time being in India, and at his usual 
address in India to every other director not leas than seven days before die date of the 
meeting; 

Provided that nothing in this sub-seedem shall ap|dy to an emetgent meeting tat 
which a majority of the directon have agreed to waive such requiremoit. 

(3) Every officer of die company whose duty it is to give notice as aforesaid and 
who fails to do so shall be punishable with fiw which may extend to one t ho usand 
nqiccs. 

(4) Ihc quorum for a meeting of the Board shall be cne-diltd of itk total strengtii 

(any ftaotioD in that one-third being rounded off as one), or two directon, 

whichever is hi]diet: 


227. (J) In the case of every oompatQr, a meeting of its Board shall be held in such 
a tnannw that not mcMe than tloec months shall lapse between two consecutive meetings 
of the Board: 

Provided tiiat die Central Oovemment may. by notifleation direct that the ptovhtians 
of this section »»hall not apply in relation to any class of conqwnlea or shall apply in 
rolatloD thereto subject to such exct^itkns, modifications or oonditioiis as may be 
specified in tiut notification. 


Provided that wIktc at any time the number of interested directors exceeifa or is 
equal to two-thirds of the total strength, the uunibcr of die remaining directors, that is 
to say, the number of tiio dtreotors who are not interested present at the meeting being 
%ot less than two, shall be the quorum durlr^ such time. 
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Board. 
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(5) In this section— 

(a) "total strength" means the total strength of the Board as determined in 
pursuance of this Act, after deducting therefrom the number of the directors, if any, 
whose places may be vacant at tire time; and 

(b) "interested director" means any director whose presence cannot, by reason of 
section 236, count for the purpose of forming a quorum at a meeting of the Board, 
at the time of the discussion or vote on any mjatter. 

(t5) If a meeting of the Board could not be held for want of quorum, then, unless the 
articles otherwise provide, the meeting shall automatically stand ^joumed till the same 
day in the next week, at tihe same time and place, or if that day is a public holiday, till 
the next succeeding day which is not a public holiday, at the same time and place. 

The provisions of sub-section (I) shall not be deemed to have been contravened 
merely by reason of the fact that a meeting of the Board which had been called In 
compliance with the terms of that section could not be held for want of a quorum. 

(ff) No resolution shall be deemed to have been duly passed by the Board m by a 
committee thereof by circulation, unless the resolution has been circulated in draft, 
together with the necessary papers, if any, to all the directors, or to all the members of 
the committee, then in India (not bebg less in number than the quorum fixed for a 
meeting of the Board or committee, as the case may be), and to all other <fircct«s or 
members at their usual address in India, and has been approved by such of the directors 
as ate them in India, or by a majority of such of them, as arc entitled to vote on the 
resolution: 

Provided that such resolution is ratified at a subsequait meeting of the Board or flie 
ccnnmlttcc thereof, as the case may be, and is made part of the minutes of such 
meeting. 

(9) Acts done by a person as a director shall be valid, notwithstanding that it may 
afterwards be discovered that his appobtment was bvalid by reason of any defect or 
disqualification or had terminated by virtue of any provision contained b thb Act or b 
be articles: 

Provided that nothbg b this sub-section shall be deemed to give validity to acts 
done by a director after Us appobtment has been shown to the coiiq)any to be bvalid 
or to have terminated. 


Board's powers and restrictions thereon 

228. (J) Subject to the provisions of this Act, the Board shall be entitled to exorcise 
all such powers, and to do all such acts and thbgs, as the company is authorised to 
exercise and do: 

Provided that the Board shall not exercise any power or do any act or thing which 
is directed or requited, whether by this «■ any other Act or by the memorandum or 
articles of the company or otherwise, to be exercised or done by the company ta a 
gcnoal meeting: 

provided further that ta exercising any such power or doing any such act or tfabg, 
tire Board shall be subject to the ^visions centabed b that behalf b this or any other 
Act, or b the memorandum or articles of the company, or b any regulations not 
inccsiff i st en t therewith and duly made thereunder, bclw^g regulations made by the 
emnpany b a genial meeting. 
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(2) No tegulation made by the company in a gmeral meeting shall invalidate any 
prior act of the Board which would have been valid if that regulation had not been 
made. 


(3) A directcH' nbnll at all times act honestly and use reasonable diligmce in the 
discharge of the duties of his office. 

Certain 
powns to 
be exeteised 
by Board 
(^y at 
meetings. 

(b) the power to issue securities, whether issued in India or outside; 

(c) the powa to borrow moneys otiierwise than on dcboitutes; 

(d) the power to invest the hinds the company; 

(c) the power to grant loans or give guarantee or provide security in reflect of 
loans; 

(f) the power to ai^rove the balance sheet, the profit and loss account and die 
director’s report, or wherevCT required, half-yearly accounts; 

(g) the power to diversify the business of the company; 

(It) the power to approve amalgamation, merger, re-construction; 

(0 the power to take-over a company; 

(/) the power to make contributions to charitable or other funds; and 

(k) the power to buy-back securities: 

Provided that the Board may, by resolution passed at a meeting, delegate to any 
committee of directors, the managing director, the whole-time director, the manager or 
any other principal officer of the company w in the case of a branch office of the 
company, a pritKipal officer of the branch office, the powtas speeffied in clauses (c), 

(d), (e) and (j) to the extend specified in sub-sections (2), (3), (4) and (5) respectively, 
on such conditions as the Board may ^iccify: 

Provided further that the acceptance by a banking company in the tadinary coqrse of 
its business of deposits of money from the public repayable on demand or otiierwise 
and withdrawable by cheque, drafts, order or otherwise, or the placing of moneys on 
deposit by a banking company with another banking company on such conditions as the 
Board may specify, shall not be deemed to be a borrowing of mraieys or, os the case 
may be, making of loans by a banking company within the meaning of this section. 

Explanation 1 .—Nothing in clause (c) of sub-section (7) shall a{^ly to borrowings by 
a baiddng company from other banking companies or from the Reserve Bank of India, 
the State Bank of India or any other h ank established by or under any Act. 

Explanation 2.—In respect of dealings between a company and its bonkers, the 
exercise by the company of the power specified in clause, (c) of sub-section (7) shall 
mean the arrangement made by the company with its bonkers for the bottowing of 


229. (7) Hic Board shall exercise the following powers on behalf of the company, 
and it shall do so only by means of resolutions passed at meetings of the Board, 
namely:— 

(u) the power to make calls on ^lareboldera in respect of money uiqiaid on their 
shares; 
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Audit 

Gnnmittee. 


money by way of ovetdnft or oaah credit or otherwise and not the actual day to day 
citation on overdraft, cash credit or other acoounls fay means of which the 
arrangement so mode la actual^ availed of. 

(2) Every resolution delegating the power referred to in clause (c) of subjection (i) 
nfanl1 specify 'the total amount outstanding at any one time up to which money may be 
borrowed by the delegatee. 

(5) Every resolution delegating the power referred to in clause (d) of sub-section (7) 
shall specify the total amount up to which the funds may be Invested and the nature of 
the investments which may be made, by the delegatee and such resoludon shall be 
passed with the consent of all the directors present at the meeting. 

(4} Every resolution delegating the power referred to in clause (e) of sub-section (1) 
shall specify the total amount up to which loans may he made by the delegatee, the 
purposes for which the loans may be made, and the maximum amount of loons which 
may bo made for each such purpose in individual cases and such resolution shall be 
paraed with the consent of all the directors present at the meeting. 

(5) Every resolution delegating powers refored to in clause (/) of subsection (i) 
shall specify the total amount up to which contributions may be made by the delegatee, 
the purpose for which the contributkms may be made and the maximum amount of 
contributions which may be made for each such purpose in individual cases. 

(d) Nothing in this section shall be deemed to affect the tight of the company in a 
general meeting to impose restrictions and conditions on the exercise by the Board of 
any of the powers specified in subseetkm (J). 

230. (i) Every public company having a paid-up capital of not leas than five crores 
of rupees shall constitute a committee of the Board known as "Audit Committee" which 
shall consist of not less than three directors and such number of other directms as the 
Board may determine of which two-thirds of the total number of monbers shall be 
directors, other than managing or whole-time directors. 

(2) The members of the Audit Committee shall elect a chairman frmn amongst 
themselves. 

(3) The ntitiiial report of the company s hall disclose the compositloQ of the Audit 
Committee. 

(4) The auditors, the chief financial officer, the internal auditor, if any, and the 
dir^tor in-chorge of fiiumcc shall attend and participate at meetings of the Audit 
Committee but shall not have the right to vote. 

(5) The Audit Committee should have discussioos with the auditors periodically about 
intenial control systems, the scope of audit including the observations of the auditors 
and review the ^f-yearly and annual financial statements before submission to the 
Board. 

(6) The Audit Committee shall have authority to investigate into any matter in 
relation to the items specified In this section or referred to it by the Board and for this 
purpose, shall have full access to information contained in the records of the company 
and external professional advise, if necessary. 

(7) The recommendations of the Audit Committee on any matter relating to financial 
management, including the audit report, shall be binding on the Board. 


^F—16-B 



Sec.21 the OAZErra of INDIA EXTRAORDINARY 155 


The nhulttnan of the Audit Cotninittcc aball attend the a nnual general meetlngB 
of die company to provide any clariilcatim pa malteta relating to audit 

(P) If a default is made in complying with die provisions of this aection, the 
company, and every officer who is in default, idiall be punishable with imprisonment for 
a tom which may extaid to one year, or with fine whidi may extend to fifty thousand 
rupees, or with Ixidi. 

231. (1) The Board of a public company shall not, except with the consent of such 
company in general meeting,— 

(a) sell, lease or otherwise dispose of the whole, or substantially the whole, of the 
undertaking of the company, or where die company owris more than one undert akin g, 
of the whole, or substmdally the whole, of any such undotaking: 

Provided that nothing in this clause shall ^iply to the creation of a charge or 
mortgage of the whole or substandally the whole of any undertaking in favour of a 
financial institution or a scheduled bc^ for obtaining any loan; 

(h) remit, or give time for the repayment of, any debt due by a director except in 
the case of renewal or continuance of an advance made by the banking conqiany to 
Its director in the ordinary course of business; 

(c) invest, otherwise than in trust securldcs, the amount of compensadon received 
by the company in respect of the compulsory acquisition cf any such undertaking as 
is teferied to in clauw (a), or of any premises « pn^rtles used for any such 
undertaking and without wbiicb it cannot be carried on or can be carried on only with 
difficulty or only after a considerable dme; 

(d) borrow moneys where the moneys to be borrowed, together with the moneys 

alrrady bonowed by the company from temporary loans obtained from the 

company’s bankers in, die ordinary course of business), will exceed the aggregate of 
the paid-up capital of the company and its free reserves, that is to say, reserves not 
set apart for any q>ocific purpose; or 

(e) contribute to charitable and otha funds not direedy relating to the business of 
the company or the welfare of its ctiq>loyoca, any amounts the aggregate of which 
will, in any financial year, exceed one l^ch rupees, or five per cent, of its average 
net profits os determined in accordance with the provisions of sections 252 during 
the three f inan cial years Immcdiatciy preceding, wbicbeva is greater. 

Explanation 7.—Every rcsoludon passed by the company in general meetings in 
relation to the exercise of power referred to in clause (d) or in clause (e) shall epecify 
the total amount up to which money may be borrowed by the Board under clause (<^ 
or, as the case may be, the total amount which may be contributed to charitable or any 
other funds in any financial year undo- clause (e). 

Explanation 2 .—In clause (a) of this sub-section (otho' than the proviso thereto), the 
expression "undertakmg" means an undertaking in wUcb the investment of the cmnpany 
exceeds five per cent of its net-worth. 

Explanation 3 ,—The expression "temporary loans" in clause (d) means loons 
repayable on demand or within six months from the date of the loan such as short tenn 
loan, cash credit arrangements, the discounting of bills and issue of other abort term 
loons of a seasonal character, bdt does not include loans raised for the purpose of 
financing expenditure of a capital nature. 


Restrictlotis 
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Explanation 4. —Where a pordon of a flnancial year of the oompony falls before the 
ocHnmoiceineiit of this Act, and a portion falls after such commeoccmcnt, the latter 
portion shall be deemed to a financial year within the meaning, and for the putpoeeS 
of clause (e). 

(2) Nothing contained in clause (a) of sub-section (i) shall affect— 

(a) tile title (rf a buyer or other person who buys or takea a lease of any such 
undertaking as is lefo^ to in that clause, in good faith arxl after exercising due 
cate and caution; ot 

(b) the selling or leasing of any property of the company, where the ordinary 
biffiiness of the company consists of, at conprlscs, such selling or leasing. 

(5) Any resolution passed by the company permitting any transaction such as is 
referred to in clause (a) of sub-section (i) may attach sudi conditions to the peimlssion 
as may be specified in the resolution, including conditions regarding the use, disposal 
or investment of the sale proceeds whi<tii may result from die transactiem: 

Provided that this sub-section shall not be deemed to authmise the company to effect 
any reduction in its capital except in accordance with the provisions contained in that 
behalf in this Act. 

(4) The acceptance by a banking company, in the ordinary course of its business, of 
deposits of money from the public, repayable on demand or otherwise, and 
withdrawable by cheque, draft, order or otherwise, shall not be deemed to be a 
bmowing of moneys by the banking company wi thin the moaning of clause (d) of sub¬ 
section (i). 

(5) No debt incurred by the company in excess of the limit imposed by clause (d) 
of sub-section (J) shall bo valid or effectual, unless the lender proves that he advani^ 
the loan in good faith and widiout knowledge tiiat the limit imposed by that clause had 
been exceeded. 

Appointment of sole selling agents to require approval of cqmpany 
in a general meeting 

Appoint¬ 
ment of 
sole seliing 
agoits. 


(2) No company shall appoint a sole selling agent for any area outside India exoH^ 
with the previous consent of the Board and the particulars relating to such sole scUIEf 
agent riiall be disclosed as a separate iton in the Board’s Report for every financial 
year in such form as may be prescribed: 

Provided that where the sole selling agent has a substantial Interest in the company, 
such appointment shall requite the previous consent of the company accorded by a 
special resolution in general mating. 

(J) Where there is any change in the compositkm or status of any sole selling agent 
a{q>ointed unda sub-section (i) or in the interest of directors or otter important toms 
of ^pointment, such sole selling agent cannot be continued as such from the date of 


232, (i) No company shall appoint a sole selling agent for any area in India except 
with the previous consent of the company accorded by a special resolution in a genei^ 
meeting; 

Provided that where the sole selling agent has a substantial interest in the company, 
the particulars relating to such sole selling agmt shall be disclosed as a separate item 
in the Board’s report for every financial year in such form as may be prescribed. 
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sudi dtange unless Ibe same {wocedutc the appointment of die sole ■elling agent in 
India or as the case may outside India, is followed for such continuance by the 
company. 

(4) (a) Where a conqNiny has a sde selling agent (by whatever name called) for an 
area and it appears to the Cmtral Oovranment that for the purpose of determining 
whether or not such terms and conditi(M» arc prejudicial to the Intetcats of the company 
or that the conditions q)ccified for his appointment under sub-section (7) have not bemi 
followed; it is necessary so to do, it may require the company to furnish to it such 
Infmmation regarding the terms and concUdons of the (^pointn^nt of the sole selling 
agent as it considers necessary. 

(b) If the company refiises or neglects to fbmish any such information, the Central 
povemment may appoint a suitable person to invesdgate and report on the terms and 
conditions of appointment of the sole selling agent 

(c) If after perusal of the information furnished by the company or, as the case may 
be, the report submitted by the person appoint^ under clause (h), the Central 
Government is of the opinion that the terms a^ condidons of a{^intnient of the sole 
selling agent arc prejudicial to the interests of the company or that the condidons 
specified for his at^intment under sub-secdon (7) have not been followed, the Central 
Oovemment may, by order, make such variadons in those terms and cemdidons as 
would in its opinion make them no longa faejudicial to the interests of the company. 

(d) As from such date as may be specified by the Central Govonment in the order 
aforesaid, the appewtment of the sole selling agent shall be regulated by the terms and 
conditions as varied by the Central Government. 

(5) (a) Where a company has more selling agents than one (by whateva- name 
called) in any area or areas and it appears to the Central Oovemment that for the 
purpose of determining whether any of those selling agents should be declared to be the 
sole selling agent for such area or any of such areas; it b necessary so to do, it may 
require the company to fumbh to it such informadon regarding the terms and condidons 
of appointment of all the selling agents as it considers necessary. 

(b) If the company refuses or neglects to fumbh any such informadon, the Central 
Government may appoint a suitable person to invesdgate and report on the temrs and 
conditions of appointment of all the selling agents. 

(c) If, after perusal of the information fumbhed by the company or, as the case may 
be, the report submitted by the person appointed under clause (fe), the Centrd 
Oovenunent b of the opinion that having regard to the terms and conditions of 
appointment of any of the selling agents and to any other relevant factcas, that selling 
agent b to all intents and purposes the sole selling agent for such area, although there 
may be one or mcM other selling agents of the company operating in that area, the 
Central Government may by order declare that selling agent to be the sole selling agent 
of the company for (hat area with effect from such date as may be spccifrod in (he 
order and may make suitable variatiems in such of the terms and conditiems of 
appointment of that selling agent as arc in the opinion of the Central Oovemment 
prejudicial to the interests of the company. 

(d) As from the date specified in clause (c) the a{^intment of the sole selling agent 
declared to be the sole selling agent shall be regubted by the terms and conditions as 
varied by the Central Oovemment. 

(ti) The compensation which may be paid by a company to its sole selling agent for 
loss of office shall not exceed the rcmuncratimi which he would have earned if he had 
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been in offloe fw the unexpiied residue of bis term, or for llitee yean whichever is 
ahextet, calculated on the basis of tbc avenge icmuncratioii actually earned by him 
during a period of three yean immediately preceding the date on which his offloe 
ceased ot was terminated, or where he held bis office for a lesser period than three 
years, during such period. 

(7) A ocxnpany shall not pay or be liable to pay to its sole selling agent any 
conqiensation for the loss of his office in the following cases, namely:— 

(a) where the sole selling agent resigns his office In view ctf the reoonstruotion of 
the company or of its amalgamation with any other body corporate or bodies 
corporate and is appointed as the sole selling agmt of the reoonstnicted company or 
of the body corporate resulting from tbc amalgamation; 

(b) where the sole selling agent resigns his office, otherwise than on the 
reconstruction of die company or its amalgamadmi as aforesaid; 

(c) where the sole scUiiig agent has been guilty of fraud or breach of trust in 
relatloo to, or of gross negligoice in, the conduct of his duty as the sole selling 
agent; 

(d) where the sole selling agent has instigated, or has taken part dliccdy or 
indirectly in bringing about, the termination of tbc sede selling agency. 

(S) It shall be the duty of the company— 

(a) to produce to tbc person appointed under clause (b) ot sub-accdon (4) or 
clause (b) of sub-aecdon (5), all b^ks and papers of, or relating to, the company 
which arc in its custody or power, and 

(b) otherwise to give to that person all assistance in CQnnecdon with the 
invesdgadon which the company is reascnably able to give. 

(9) If a emupany makes default in complying with the provisionB of this sccdon, the 
oonyiany, and every officer of the cenupany wlm is in default, shall be punishable with 
fine which may extend to five thousand rupees and with a further 6nc of not less than 
five hundred nqiecs for every day after the first during which such refusal or neglect 
continues. 

(JO) Tbc provisions of this sccdon shall, so far as may be, apply to tbc sole selling, 
or the sole purchasing or buying agents of a company. 

ExpUUuxtion .—In this section,— 

(a) "appointment" includes re-appointment; 

(b) "substantial intttest",— 

(0 in relation to an individual, means the beneficial interest held by such 

individual or any of his relatives, whether singly or taken together, in the shares 

of the company, the aggregate amount paid-up on which exceeds five lakh rupees 

or five pra cent of the paid-up share capital of tbc company, whidievor is less; 


(U) in relation to a firm, means the beneficial interest held by (me or mexe 
paitnms of the firm or any reladvc of such portiKr, whetho' singly or taken 
tpgedier. In the shares of t^ cooqxny, the aggregate amount paid-iq> <m which 
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exceeds five lakh tupccs or five per cent of the paid-up ahaie cu phal dt the 
company whichever is the lesser; 

(Hi) in relation to a body ccaporate, means the bmeflclai interest lield by such 
body corporate or one or more of its directors or any relative of sudi director, 
whether singly or taken together, in the ttbaies of t^ conqwny, the aggregate 
amount paid-i^ on which exceeds five Inldw of rupees or five per cent of the 
paid-up share capital of the company, whichever is leas. 

Loans to directors and contracts where directors interested 

233. (1) No company (hereafter in this section referred to as 'the Imding company') 
shall, except with the previous consent of the comp an y accorded by a qweial resohitioti 
in a gmeral meeting, directly or indirectly, make any loan to, or give any guarantee or 
provide any security in connection with a loan made by any other pemon to, or to apy 
otha person by— 

(a) any managing or whole-time director of the lending company, or of a 

company which is its holding company, or any partner or relative of any such 

director, 

(b) any fum in which any such director or relative is a partner; and 

(c) any private company of which any such director is a direct(» or member 

Provided that no loan shall be given to any managing w whole-time director cxc<^ 
for the purposes of meeting expenses on medical treatment, purchase or canstiuction of 
residential house for the residence of such managing or ^hol^tlmc director or education 
of his children and the amount of loan given to any nrsnaging or whole-time director 
in any financial year shall not exceed five times the amonnt of remuneration to which 
he is entitled in that financial year and sudi loan shall be subject to such cmidltions 
as may bd prescribed: 

Provided furdicr that where a loon given to a pianaging director or whole-time 
director under the first proviso is outstaiMiing, no further loan for any of the grounds 
specified under the first proviso, shall be given. 

(2) No company shall moke any loon to, or given any guarantee or provide any 
security in conttection with a loon made by any other person to, or to any other person 
by, any director of the company who is not a managing or whole-time director. 

(S) Where any loon mode, guarantee given or security provided by a lending 
company and outstanding at the commencement of this Act, could not have been made, 
given or provided, without the previous consent of the company accorded by a special 
resolution, if this section had been in force at the time when the loan was made, 
guarantee was given or security provided, the lending company shall, within six months 
from such ccxnmcnccmcnt or such further time not exceeding six memths as may be 
allowed by the Registrar on application, either obtain such consent to the transaction, or 
enforce the re-payment of the loan made, or in connection with which the guarantee 
was given or the security was provided, notwithstanding any agreement to the contrary. 

(4) Every person who is knowingly a party to any contravoition of sub-section (J), 
sub-sectiem (2) ca- sub-section (i) including, in particular, any person to whom the loan 
was made or who had taken the loan in respect of which the guarantee was given or 
the security was provided, shall be punishable with imprisonment a term which may 
extend to six months, or with fine which may extend to fifty thousand rupet^s, or with 
both: 
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Provided that where any such loan, m any loan in connection with which any such 
guarantee or security had been given or •provided by the lending company, has be^ 
repaid in full, no punishmoit by way of imptisotmient shall be imposed under this sub¬ 
section; and where the loon hm be^ repaid in part, the ninThnimi punishment which 
may be imposed under this Bub-sectioo by way of imprisonment shall be propcxtionately 
reduced. 

(5) All persons who are knowingly parties to any oontravimtion of sub-section (7), 
sub-section (2) or sub-section (3) sh^ be liable, jointly and severally, to the IctK^g 
company for the repayment of the loan or for maldng good the sum wltich the lending 
company may have been called upon to pay by virtue of tiie guarantee given at the 
seci^ty provided by such company. 

(6) The provisions of this section shall not a|^ly to a banking company or a private 
company unless it is a subsidiary of a public conqamy. 

234. (7) Except with the consent of tiic Board, a director of the company or his 
relative, a firm in which a director or relative is a partner, any otiicr partner in such a 
firm, or a private company of which a directm* is a member or director, shall not enter 
into any contract with the company— 

(a) for the sale, purchase or lease of any property; or 

(b) for the sale, purchase ot supply of any goods, or services; or 

(c) for under-writing the subscription of any shares in, at debentures of, the 
company; 

(2) Nothing contained in clause (6) of sub-sectiem (7) shall affect— 

(a) the purchase of goods and materials from the company, or the sale of goods 
and materials to the company, by any director, relative, firm, partner or private 
company as afotesaid for cash at prevailing market jxlccs; or 

(Jb) any contract or contracts between the company on the one side and any 
director, relative, firm, partner or private company on the other for sale, purchase 
or supply of any goods, materials and services in which either the company or the 
director, relative, firm, partner or private company, as the case may be, regularly 
trades or does business: 

Provided that such contract contracts'do not relate to goods and tnateriala the 
value of which, or services the cost of which, exceeds five laldi rupees in the 
aggregate in any year comprised in the period of the contract or contracts; or 

(c) in the case of a banking or insurance company any transaction in the ordinary 
course of business of such company with any director, relative, firm, partner or 
private company as aforesaid. 

(3) Notwithstanding anything contained in sub-sections (7) and (2) a director, relative, 
firm, partner or private company as aforesaid may, in circumstances of urgent necessity^ 
enter, without obtaining the consent of the Board, into any contract with the company 
(at the sale, purchase or supply of any goods, materials or services even if the value of 
goods or cost of such services exceeds five lakh rupees in the aggregate in any year 
comprised in the period of the contract; but in such a case, the cmiscnt of the Board 
shall be obtained at a meeting within three months of the date on which the contract 
was entered into. 
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(4) Eveiy consent of the Boaid required unda this section shall be aooocded by a 

resoludoii passed at a meeting of the Board and not otherwise; and the consent of the 
Board requited under sub-scctiaa (1) shall not be deemed to have been givmi within the 
meaning of that sub-section unless the cemsent is accorded before the is entered 

into or within three months of the date on which it was entered into. 

(5) If consent is not acocmled to any contract under Ifab section, anything done in 
pursuance of the contract shall be void^le at the oj^mi of the Board. 

Procedure, etc., where director interested 

235. (7) Every director of a company who is in any way, whether directly ot 
indirect^, conccmcd or Interested in a contract or arrangement, or propooed or 

arrang^ent, entered into or to be entered into, by or on behr^ of die company, iJiall 
discl^ the nature of his concern or interest at a meeting of the Board. 

(2) (a) In the case of a proposed contract ot arrangement the disclosute required to 

be made by a director under sub-seodon (i) shall be made at the meeting of the Board 
at which the question of entering into the contract or arrangement is first intn 
consideratkm, or if the directm was not, at the date of that meeting, or 

interested in the proposed contract arrangement, at the first mefting of the Board 
held after he becomes so ermemned or interested. 

(b) hi the case of any other contract or arrangement, the required disclosure stmll be 
made at the first meediig of the Board held after the director becomes concemed or 
interested in the contract or artang^ent. 

(3) (a) Pot the purpose of sub-sectiems (/) and (2), a general notice given to the 
Board by a director to the effect that he is a direcicr «• a member of a ^icoified body 
corporate ot is a member of a specified firm and is to be regarded as ooncemed or 
interested in any contract ot arrangement whldi may, after the date of the nodee, be 
entered into with that body corpOTate or firm, sh^ be demned to be a 
disclosure of concern or interest b relation to any contract or arrangement so 

(b) Any such genoal notice shall expire at the end the financial year in which it 
is given, but may be renewed fOT fkirthcf pniods of one financial year at a by a 
fiesh notice given in the last month of the financial year in which it would otherwise 
expire. 

(c) No such general notice, and no renewal thereof, shall be of effect unless 

it is given at a meeting of the Board, or the director ooooOTncd takes reasonable st^w 
to secure that it is Iwaught up and read at the first meeting of the Board after Itis 
given. 


(4) Every director who falls to comply with sub-section (J) ot sub-section (2) ■Anil 
be punishable with fine which may extend to fifty thousand rupees. 

(5) Nothing in this section shall be taken to prejudice the operation of any rule of 
law restricting a director of a company ftom havmg any concern or interest in any 
contracts or arrangements with the ccMnpany. 

(d) Nothing in this Section shall ^ly to any oontract or arrangcmcait entered into ot 
to be entered into between two companies where any of the directors of the one 
c omp any ot two ot mote of thim together holds or bold not mote than two per cent, 
of the paid-rq> share capital in the otimr omnpany unless any sudi directOT is 
or interested in the other emnpany in any other manner. 
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(7) For Ihc purpoect) of this sccticm, a (jircctor of a subsidiaiy company who is on 
emi^oyec of the holding company and who is nominated by the holding company on 
the Board (rf the subsidiary company, shall not be deoned to be coocemed or interested 
in any contract or anangement between the holding oonq>any and the subsidiaiy 
company. 
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236. (I) No director of a company "bwll^ as a director at any meeting of the Board, 
take any part in the discussion of, or vote on, any contract or arrangement entered Into, 
or to be entered into, by or on bdialf of the company, if bo is in any way, whether 
directly or indirectly, concerned or interested in die contract or arrangement; nor shall 
his pres^tce count for the purpose of forming a quotum at the time of any such 
discussiem or vote; and if he docs not, his vote shall be void. 

(2) Sub-section (i) shall not apply to— 


(a) a private company which is neither a subsldioty not a bedding company of a 
public company; 

(b) a private company which is a subsidiary of a public company, in respect of 
any contract or arrangcmait entered into, or to be entered into, by the private 
company with the holding company thereof; 


(c) any contract of indemnity against any loss which the directors, cr any one or 
more of them, may suffer by reason of becoming or being sureties or a surety for 
the company; 

(d) any contract or arrangement entered into or to be entered Into with a public 
company, or a private company which is a subsidiary of a public company, in which 
the interest of the director aforesaid consists solely— 


(i) in his being a director of such company and the bolder of not more than 
shares of such number of value therein as is requisite to qualify abim for 
qrpointment as a director thoeof, he having been nominated as such director by 
the company referred to in sub-secdon (/), or 

(it) in his being a member holding not mote than two per cart, of its paid-up 
share capital; 

(e) a public company, or a private company which is a subsidiary of a public 
company, in respect of which a nodficatkm is issued under sub-section (3), to the 
eatemt specified in the notification. 

(5) In the case of a public company or a private company which is a subsidiary of 
a public company, if the Central Government is of the opinion that haviaa regard to the 
desirability of c^blishing or prmnoting any industry, business or trade, tl would not be 
in the public rntnest to ^ply all m any of the prohibidons contained in sub-seedem (7) 
to the company, the Cmtral'Oovimment may, by nodflcadon, direct that that sub- 
secdon shall not apply to such company, or shall apply thereto subject to such 
excepdons, modifications and condldons as may be specified in the nodflcadon. 

(4) Every director who knowingly contravenes the ptovisiems of diis secdon shall be 
putiii^hable with fine which may extend to fifty thousWl rupees. 


r/F—17-B 
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237. (7) Evcty ootnpotiy shall keep one or mote registers in which shall be cototed 
separately particulars of all contracts or arrangemonts to which section 234 (h* section 
235 applies, including the following particulars to the extent they ore ^ipllcable in each 
case, namely: — 

(u) the date of the contract or arrangement; 

(b) the names of the potties thereto; 
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(c) the principle terms and conditions tiioteof; 

(d) in the case of a contract to which section 234 applies or in the case of a. 
contract or arrangement to which sub-section (2) of section 235 applies, the on 
which it was placed before the Board; 

(e) the names of the directors voting for and against the contract or arrangement 
and the names of those remaining neutral. 

(2) Particulars of every such contract or arrangement to which section 234 as the 
cose may be, sub-section (2) of section 235 applies, shall be mtered in the relevant 
register aforesaid— 


(a) in the case of a contract or arrangement requiring the Board's approval, within 
seven days (exclusive of public holidays) of the meeting of the Board at which the 
contract or arrangement is approved, 

(b) in the case of any other coniract or anangement, within seven days of the 
receipt at the registered office of the company of the particulars of such other 
contract or arrangement or within thirty days of the date of such other contract or 
arrangement whichever is later, 

and the register shall be placed before the next meeting of the Board and shall then be 
signed by all the directors present at the meeting. 

(3) The register aforesaid shall also specify, in relation to each director of the 
opmpany, the names of the firms and bodies corporate of which notice has been given 
by him under sub-section (3) of section 235. 

(4) Nothing in sub-sections (7), (2) and (3) shall apply— 

(a) to any contract or arrangement for the sole, purchase or supply of any goods, 
materials or services if the value of such goods and materials or the cost of such 
services does not exceed ten thousand rupees in the aggregate in any year, or 

(b) to any (xmtract or arrangement (to which section 234 or, as the cose may be, 
section 235 applies) by a banking company for the collection of bills in the ordinary 
course of its business or to any transaction referred to in clause (c) of sub-section 
(2) of section 234. 


(5) If default is made in conqilylng with the ptovisioos of sub-section (7), sub¬ 
section (2) or sub-section (3), the company, and every officer of the company who b 
in default, shall, in respect of each default, be punishable with fine which may extnnd 
to five thousand rupees. 

(6) The register aforesaid shall be kept at the registered office of the conpany; and 
it shall be open to inspection at such office, and extracts may be taken tfaetefiom and 
copies thereof may be required, by ai^ member of the company to the some extent, in 
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the same mannct, and on payment of the same fee, as in the case of the rcglstet' of 
tnembos of die company; and the ptovisions sccdoti 132 ahall apply accordingly. 

Register directors. Chief Atxounts Officer, etc. 

238. (7) E>reiy omnpany "hall keep at its reglsteted office a register of Its directots, 
managing director. Chief Accounts Officer, manager and aecretaiy, containing with 
reflect to each of them the following patticulais. that is to say— 

(a) in the case of an individual, his prcsoit name, and surname in full, any former 
name or surname in full; his father’s name and surname in fiiU; or where the 
Individual is a married woman, the husband’s name and surname in Aill; his usual 
residential, address; his nationality and, if that nadcmallty Is not the nadonali^ of 
origin, his nadonality origin, his business ocoipadon, if any, if he hedds the office 
of dltMtcr, managing director. Chief Accounts Officer, manager or secretary in any 
other body boipmate, the pardoulats of each such office held by him; and except in 
the case of a private oonqiany which is not a subsidiaty of a public company, the 
date of his bir^ 

(b) if any director or dhcctom have been nmnlnatcd by a body ompotmte, its 
omporate name; all the particulars referred to in clause (a) in tcq>ect of ea^ director 
so tKMninated; 

(c) all the particulars referred to in clause (b) in rerpect of the body corporate; and 

(d) if any direotor or directors h 4 .vc been nominated by a firm, dm name of the 
flttw, all the pardculars refmed to in clause (a) in respect of each director so 
nominated, and all the particulars referred to in clause (c) in respect of the Arm. 

Explanation .—For the purpoaes^of this sub-section,— 

(а) any pmon in aocotdance wldi whoso dircctkMiB or instructions, the Board is 
accustomed to act ahall be deemed to be a director of the company; 

(б) in the case of a person usually known by a title different from his surname, 
the expression ''surname'’ means that title; and 

(c) refermce to a former name ot surname do not include— 

(j) in the case of a person usually known by an Indian title diffomt &om his 
surname, the name by which he was known previous to dte adoption of, or 
succession to, the title, 

(if) In the case of at^ person, a former name or surname, where diat name or 
surname was changed « disused before the pason bearing the name attained the 
age of eighteen years, or has beoi changed disused for a period of not leas 
Aan twenty years, and 

(iiO iti the case of a matriod woman, the name ot surname by which she was 
known previous to the marriage. 

(2) The company «lwll, within a period of diitty days fiom the amxrintmcnt of its 
fW dhectors send to the Registrar a return in duplicate in the pteactibed form 
cciitolning die paiticulais (^recSied in the said register and where change happens 
pimvig ill directofs, managing dltectots. Chief Accounts Officer, managers or 
secretaries, wldiin a period of tldrty days Am such happening, send to the Registrar a 
return in duplicate in the prescribed form of such change. 
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(S) If default ia nude in cotiq>tyitig with Bub-aectkm (7) or sub-acotioQ (2), the 
company, and evoy officer of the company who Is in default, ahall be punishable with 
fine which may extend to five thousand nq>ec8 for evoy day during which die de&ult 
continues. 

(4) The rcglsttt kqn under this secdcm shall be to the inqieodoa of any 
member of the company without charge and of any othn person on payment of iR Kh 
fee as may be prescribed for each inspeodon during busineas hours subject to such 
reasonable rcstricdmis as the company may by its articles or in a general " KV' th' g 
impose, so dut not less than two hours in each day are allowed for hn yw rinn. 

(5) If any Inspection required under sub-section (4) is refused,— 

(a) die company, and every officer of the company who is in a nhall be 

punishable with fine which may extend to five hundred nqiecs; and 

(b) the Tribunal truy, by order, cmnpel an immediate Inqicotion of the register. 

239. (7) Every direotmr, managing ditectc«, whole-time director. Chief Accounts 
Officer, manager or secretary of airy company, who is appointed to or relinquishes, the 
office of directex', managing director, whede-time dlieotix. Chief Accounts Offiem:, 
marugcr or secretary of any other b^ ctHporate, shall within twenty days of his 
appointment to, or as the case may be, relinquishment of, such office, dlsckee to the 
company aforesaid the particulars relating to the office in the odier botfy fimpr—tn 
which are required to be specified under sub-section (7) of section 238; and if be 

to do so, be shall be puni^ble with fine which may extend to five thnumiid rupees. 

(2) The povisions of sub-section (7) shall also a{q>ly to a person deemed to be a 
director of the company by virtue of the Explanation to sub-section (7) of section 238 
when such person is ^pointed to, or relinquishes, any of the offices in the other body 
corporate referred to in sub-section (7). 

240. (7) The Registrar shall keep a separate register or registets in which diete wball 
be entered the pari^ulats received by him under sub-section (2) cf section 238 in 
respect of companies, so however that all entries in respect of each such oonqiany iJmII 
be together. 

(2) The register or registers aforesaid shall be open to inspection by any monber of 
the public at any time during office hours, on payment of the {xescrlbed fee. 

Register of directors' shareholdings 

241. (7) Every conqiany shall keep a register showing, as reflects each dlrectoc of 
die ccmqiany, the number, descr^ition and amount of any shares in, ot debentures of, 
the compaiqr or any other body empmate, being the company’s sutoidiaty or bnlHteg 
cmrqiany, or a subeidiary of die company's iudding emupany, which are held by him cx 
in trust for him, ot of which he has airy tight to bccc^ the holder whetho’ on 
payment ex not 

(2) Where any shares or debentures have to be recorded in the said register or to be 
omitted therefrom, in relation to any dhecbx, by reason ctf a transactiem entered into 
after the commenebment of this Act and while be is a dlrechx, the register shall ulmr* 
show the date of, and the price cx other coosidoation for, the transaction: 

ftovided that where there is an intovol between the agreement for any such 
traaaaeiico and the completion thereof, the date lo shown ahall be that of the ^teemeia. 
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(S) The nature and extent of any interest or right in or ovt^ any shares or debentures 
recorded in relation to a director in the said register shall, if he so requires, be 
indicated in the registo. 

(■4) The company shall not, by virtue of anything done for the purposes of this 
section, be affected with notice of, or be put upon inquiry as to, the tights of any 
person in relatirm to any shares or deboiturcs. 

(5) The said register shall, subject to the provision of this section, be kqrt at the 
registered office of tire company, and shall be open to inspection during business hours 
(sul^ect to such reasonable restrictions as the company may, by its articles or in a 
gmcral meeting, impose, so that not leas than two houra in each day are allowed for 
inspectkxi) as foUows:- 

(a) during tiie period beginning fourteen days before the date of the company’s 
aimual general meeting and ending three days after the date of its conclusion, it shall 
be open to the inspection of any member or holder of debentures of the company; 
and 

(b) during that or any other period, it shall be open to the in^tectimi of atiy 
person acting on behalf of the Central Goveanment or of the Registrar. 

(6) In emnputing the fourteen days and three days mentiemed in sub-section (5), any 
day which is a Saturday, a Simday or a public holiday shall be disregarded. 

(7) Without prejudice to the rights coufened by sub-section (5), the C<mttal 
Government or the Registrar may, at any time require a copy of the said register, or 
any part thereof. 

(8) The said register shall also be produced at the cmnmcncement of every annual 
general meeting of the emnpony and shall remain open and accessible during the 
continuance of the meeting to any person having the tight to attend die meeting. 

(ff) If default is made in complying with sub-section (8) the company, and every 
officer of the conqiany who is in default, diall be punishable with fine which may 
extend to five thousand nqiees. 

(JO) If default is made in complying with sub-section (I) or sub-sectioo (2), or if 
any inspection required under this sectiem is refused, or if any copy required thereunder 
is not sent within a reasonable time, the company, and every crffloer oi the company 
who is in default, shall be punishable with fine which may extend to five thousand 
rupees and also with a fiirtfaer fine which may extend to two hundred rupees for every 
day during which die defiuilt oontinues. 

(11) In the case of any sudi refusal, the Tribunal may also, by ordet, cmnpel an 
imme diate inspection of Ite register. 

(12) Pbr the purposes of this scctimi— 

(a) any person in accordance with whose directions or insttuctimis the Board is 
accustomed to act, shall be deemed to be a director of the conqiany; and 

(b) a director of a company, shall be deemed to hold or to have an interest or a 
right in or over, any shares or debentures, if a body corporate other than the 
conqNUiy holds them or has that interest m right in or over them, and eitiier— 





Sec,2] 


THE GAZETTE OF INDIA EXTRAORDINARY 


167 


(i) that body cotporatc or its Boaid is accustomed to act In accoidanoo with his 
direcdmis or instructions; or 

(if) he is entitled to cxocise or control the excroise of one-third or more of the 
total voting power exercisable at any general meeting of that body emporate. 

(13) Every director of a company aiKl every person deemed to be a director of the 
compaity by virtue of sub-section (12) shall give nodoe to the ocanpany of such matters 
relating to himself as may be necessary for the purpose of enabling the cmrqjany to 
comply with the provisions of that section. 

(14) Any such notice shall be given in writing and if it is not given at a meeting of 
the Board, the person giving the notice shall take all reasonable st^n to secure tbn* it 
is brought up and read at the meeting of the Board after it is given. 

(15) Any person who fails to comply with sub-section (13) or sub-section (14) hImII 
be punishable with imprisonment for a term which may extend to two years or with 
fine which may extend to fifty thousatrd rupees, or with both. 

(16) The provisions of this section shall apply to managers as they apply to diiectus. 

Remuneration of directors 

242. (1) TH^ remuneration payable to the direotots of a omnpany, including any Remunoa- 
managing or Wbole-titne director, shall be determined, in accordance v^th and subject tion of 
to the provisions of section 155 and this section, by a resolution or, if the articles so directors, 
require, by a special resolution, passed by the company in a general meeting and the 
remuneration payable to any such director determined as aforesaid shall be Ittclusivo of 
the temimcration payable to such duectm for services rendered by him In any other 
capacity. 

(2) A director who is either in the whole-time employment of the company or a 
managing director may be paid remuneration either by way of a monthly payment or at 
a specified percentage of the net profit of the company, partly by one way and partly 
by the othw: 

Provided that, except with the approval of the Central Ooverrunent, such 
remuneration shall not exceed five per cent, of the net profit for one such director, and 
if there b more than one such director, ten per c<mt. for all of them together. 

(5) A director who b neither in the whttic-time employment of the cmnpany or a 
managhg director may be paid remuneration either by way of oemombskm if the 
company by a special resolution authorises such payment: 

Provided that the ranurreration paid to such directed, or where there b more rh«ti 
one such director, to all of them together, shall not exceed— 

(0 one per cent, of the net profit of the company, if the company him a managing 

or whole-time directed, or a manager, 

(ii) three per coit. of the t>ct profit of the company, in any otiicr case; 

Provided further that the company in a general meeting may, with the approval of 
the Central Govmmnent, autfaotbe the payment of such lemunctaticm at a rate exceeding 
one per emit, or, as the case may be, three per cent of its net profits. 
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(4) The net profils tefcned to in oub-secticmB (2) and (5) shall be computed in Ihe 
manner laid down in sectimi 252. 

(5) If any ditector draws or receives, directly or indirecdy, fay way of mnuneratloa 
any such aums in excess of the limit pescribed by this section or wldiout the [»ior 
sancticm of the Central Government, where it is required, he shall refund such sums to 
the conqwny and until such sum is leffinded, hold It in trust for the company. 

(d) The company shall not waive the recovery of any sum tefiindable to it utKler 
sub-section (5) unless permitted by the Central Government. 

(7) No director of a company who is in receipt of any commission from the 
company and who is either in the whole-time employment of the company or' a 
mana ging director shall be entitled to receive any commission or other rcmunemtion 
from any subsidiary of such company. 

(8) The special resolution referred to in sub-sectioo (3) shall not remain in force fctf 
a period of mote than three years, but may be renewed, fedm time to time, by a special 
resolution for fhrther periods of trot more than three years at a time: 

Provided that no renewal shall be effected earlier than mie year from the date on 
which it is to come into force. 

(9) The provisions of this section shall not apply to a privme company unless it is 
a subsidiary cf a public company. 

Miscellaneous provisions 

243. (i) The Board may, if so authorised by its articles or by a resolution passed by 
the company in a general meeting, appoint an oltomate director to act for a ditector 
(hereinafter in this section called "the original director") during his absence for a period, 
of not less than three months from India. 

(2) An alternate ditector appointed under sub-section (/) shall hold office for the 
same period as the original ditector and shall vacate office if and when the original 
dlrectm^ returns to India. 

(5) If die term of office of the original director is determined before he so returns 
to Indite any provision fm the automatic re-appointment of retiring directors in default 
of another appointment shall apply to the original, and not to the altonate, director. 

244. (f) Excqit with the consent of the company accorded by a special resoludon,^ 

(a) no ditector of a company shall hold any office or place <rf profit, and 

(b) no paffner or relative of a ditector or manager, no firm in which, a director, 
nuinager a relative of a manager, director, is a partner, no private company of 
which a director, a manager is a director or member, and no ditector manage of 
such a private cennpany, shall hold any office or place of profit carrying a total 
monthly remuneratioo of such sum as may be pcscrlbed, except that of managing' 
ditector or tnanager, banker or trustee for the holders c4 debentures of the 
company,— 

(i) under the company; or 

(Uy under any subsidiary of the company. 
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unless the remuneration received from such subsidiary in respect of sudi office or place 
of profit is paid over to the company: 

Provided that it shall be sufficient if the special resolution according die consent of 
the company is passed at a general meeting of the company held for the first time after 
the holding of such office or place of profit. 

Explanation.~Pot the purposes of this sub'seetkm, a ^lecial resolution accotditig 
consent shall be necessary for every appointment in the fimt Instance to an office or 
place of profit and to ev^ subsequent appointment to such office m place of profit on 
■ higher remtmeradcai not oov«ed by the special resolution, except where an 
appointment on a time scale has already been approved by the special resolution. 


(2) Nothing in sub-section (i) shall apply where a relative of a director or a firm in 
which such relative is a partner holds any office or place of profit under the conqiany 
or a subsidiary thereof having been appointed to such office or place before such 
director becomes a director of the company. 


(3) (a) If any office or place of profit is held in contravention of the provisiems of 
sub-section (J), the director, partner, relative, firm, private company or manager 
concerned shall be deemed to have vacated his or its office as such on and fixnn the 
date next following the date of the general meodng of the company referred to in the 
proviso to sub-section (7), and shall be liable to refund to the company any 
remuncradon received or the monetary equivalent of any perquisite or advantage enjoyed 
by him or it for the period immediately preceding the d^ aforesaid in respect of such 
office or place of profit 

(b) The company shall not waive the recovery of any sum refundable to it under 
clause (a) unless permitted to do so by the Coitnd Oovettunont 


(4) Any office or place shall be deemed to be an office or place of profit under the 
company within the meaning of this sccdon,— 

(a) in case the office or place is held by a director, if the director holding it 
obtains from the company anything by way of remuneration over and above the 
remuneradon to which he is endded as such director, whether as salary, fees, 
commission, perquisites, the right to occupy fiee of rent any premises as a place of 
residence, or otherwise; 

(b) in case the office or place is held by an Irxlividual other than a director or by 
any firm, private company or other Ixxfy corporate, if the Individual, firm, private 
company or body corporate holding it obtains from the company anything by way of 
remuncradon whether as salary, fees, commission, perquisites, the right to occupy 
fiee of tent any premises as a place of residence, or otherwise. 


(J) Nothing in this secdon shall apply to a person, who being the holder of any 
office of profit in the company, is appointed by the Cmtral Govermnait, under secdon 
275, as a director of the company. 

(6) This section shall not apply to a [aivatc company unless it is a subsidiary of a 
public company. 
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245. (1) No public company shall appoint or employ any person as managing 
director, whole-dmc directev or Ac manager of the company except as provided in sub- 
secdon (2).. 

(2) A public company may appoint or employ a person as its managing dircctcn- or 
wholc-dme director, if be is the managing director, whole-dme director or manager of 
one, and of not more than one, other company: 

Provided that such appointment or re-appointment is made or approved by a 
resolution passed at a meeting of the Board with the consent of all the directors present 
at the meeting and of whi^ meeting, and of the rcsoludon to be moved tbereat, 
sptccific notice has been given to all the directors thm in India. 

24 (7) No company shall, appoint or employ any individual as its managing 

director or whole-dmc dircctcr for a term exceeding five years at a time. 

(2) Nothing contained in sub-secdon (i) shall be deoned to prohibit the re- 
apipointment, rc-empiloymcnt, or the extension of the term of office, of any p>etson by 
fu^er pteriods not exceeding five years on each occasion: 

Provided thaf any such rc-appxjintmcnt, te-employment or extension shall not be 
sanedoned carlia rhan two years fnan the date on which it is to come into force. 

(3) This section shall not apply to a private comprany unless it is a subsidiary of a 
pniblic company. 

Compensation for loss of office 

247. (i) Payment may be made by a company, except in the cases specified in sub- 
secdon (5) and subject to the limit specified in sub-section (4), to m an ag i n g director, 
whole-dme director or a director holding the office of manager or in the whole-time 
employment of the comprany, by way of comp)ensatlon for loss of office, car as 
consideration f(» redrement from office, or in connection with such loss or redremenL 

(2) No such prayment shall be made by the comprany to any other director. 

(5) No {>aymcnt shall be made to a managing or other director in pursuance of sub¬ 
section (7), m the following cases, namely:— 

(a) where the director rcsigm his office in view of the reconstruction of the 
comprany, «■ of its amalg amation with any other body corproratc or bodies ccrpxrratc,- 
and is appointed as the managing director, manago' or other officer of the 
reconstruct^ company or of the body corprorate resulting fiom the amalgamation; 

(b) where the director resigns his office otherwise than on the reconstruction of 
the comprany fx its amalgamation as aforesaid; 

(c) whae the office of the ditector is vacated by virtue of sub-section (2) of 
section 158, or any of the clauses (a) to {k), of sub-section (7) of section 225; 

(d) whae the comprany is being wound up, whether by Court ot voluntarily, 
provided the winding up was due to the negligence or default of the ditector, 

(e) where the director has been guilty of fraud or breach of trust in telatioti to, or 
of gross negligence in or gross miananagement of, the conduct of the affairs of the 
company or any subsidiary (w holding comp»ny thereof; 


igeoyiw/F—18-B 
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(f) where the director baa inadgated, or has taken part directly or indirectly In 
bringing about, the termination of his office. 

(4) Any payment made to a managing or other director in pursuance of sub-section 
(I) shall not exceed the rcmuoetati<m which be would have earned if he had been in 
office for the unexpired residue of his term or for three years, whichever is shorter’, 
calculated on the basis of the avemge remuneration actually earned by him during a 
period of three years immediately preceding the date on wUch he ceased to bold the 
office, or where he held the office for a lesser period than three years, during such 
period; 

Provided that no such payment shall be made to the director in the event of the 
commcnccmeot of the winding up of die ctxnpany, whether befcMe, or at any thne 
within twelve months after, the date on which he ceased to bold office, if the assets 
the company on the winding up, after deducting the expenses thereof, are not sufficient 
to repay to the shareholders the share ca]Htal (including the premium, if any,) 
contributed by them. 

(5) Nothing in this section shall be deemed to prohibit the paymemt to a manag ing 
director, or a director, or a director holding die office of manager, of any ranunemthm 
for services rendered by him to the company in any otha capacity. 

248. (i) Without prejudice to the provisions of sub-sections (J) and (2) of section 
247, no director of a company shall, in connection with the transfa of the whole or 
any part of any undertaking or property of the company, receive any paymemt, by way 
of compensation for loss of office, or as consideration for retirement from office, or in 
connection with such loss or retirement— 

(a) from such company; or 

(b) from the transferee of such undertaking or property or from any othc* person 
(not being such company), unless particulars with respect to the payment prepooed 
to be made by such transferee or person (including the amount thereof) have been 
disclosed to tlx; monbets of the company and the proposal has been approved by the 
company in a general meeting. 

(2) Where a director of a company receives payment of any amount in contravoition 
of sub-section (J), the amount shall be deemed to have been received by him in trust 
for company. 

249. (7) No director of a company shall, in connection with the transfer to any 
persons of all or any of the shares in a company, being a transfer resulting from— 

(0 an offer made to the gonial body of shareholders; 

(ii) an offer made by or on behalf of some other body corporate with a view to 
the company becoming a subsidiary of such body corporate or a subsidiary of its 
bolding company; 

(Hi) an offer made by or on behalf of an Individual with a view to his obtaining 
the right to exercise, or control the exercise of, not less than one-third of the tot^ 
voting power at any general meeting of the company; or 

(iv) any other offer which is conditional on acceptance to a given extent. 
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receive any payment by way of compensation for loss of office, or as consideration for 
retirement from office, or in coimection with such loss or retirement,— 
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(a) fiom such company; Or 

(b) except as otherwise {Movided in this section, from the transferees of the shares 
or from any other poson (not being such coinpany). 

(2) In the case referred to in clause (b) of sub-section (7), It shall be the duty of the 
director cono^ed to take all reasonable steps to secure that particulars with respect to 
the payment proposed to be made by the transferees or other poson (including the 
amount thocof) arc included in, or sent with, any notice of the offer made for their 
shares which is given to any shareholders. 

(3) If- 

(a) any such director fails to take reasonable steps as aforesaid; or 

(ft) any person who has bcoi properly required by any such director to include the 
sold particulars in, or send them with, ai^ such notice as aforesaid fails so to do, 

he shall be punishable with fine which may extemd to two thousand five hundred 
nqwcB. 


(-0 If- 

(a) the requirements of sub-section (2) are not complied with in relation to any 
such payment as Is governed by clause (ft) of sub-section (7); or 

(ft) the making of the proposed payment is not, before the transfer of any shares 
in pursuance of the offer, approved by a meeting called for the purpose, of the 
holders of the shares to which the offer relates and other holder of shares of the 
same class (other than shares already held at the date of the offer by, or by a 
nominee for, the offeror, or where the offeror is a company, by, or by a nominee 
for, any subsidiary thereof) as any of the said shares, 

any sum received by the direckS' on account of the payment shall be deemed to have 
bera received by him in trust for any persons who have .sold their shares as a result of 
the offer made, and the expenses incurred by him in distributing that sum amongst 
those persons shall be borne by him and not retained out of that sum. 

(5) If at a meeting called fev the purpose of approving any payment as required by 
clause (ft) of Sub-section (4), a quorum is not present and, after the meeting has been 
adjourned to a later date, a quorum is again not present, the payment shall, for the 
pu^KTses of that sub-section, be deemed to have been approved. 

250. (7) Where in proceedings fm* the recovery of any payment as having, by virme 
0 f sub-section (2) of section 248 « sub-section (4) of section 249, been received by 
any person in trust, it is shown that— 

(a) the payment was made in pmsuance of any arrangement entered into as part 
of the agreement for the transfer in question, or within one year before, or within 
two years after, that agreement or the offer leading thereto; and 

(ft) the company or any person to whom the transfer was made was privy to that 
arrangement, 

the paymmit shall be deemed, excqit in so far as the contrary is shown, to be otte to 
whi^ that sub-section applies. 
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(2) If in connection with any such transfer as is mentioned In section 248 or in aection 249,— 

(a) the price to be paid, to a director of the company whose office is to be 

abolished or who is to retire from office, for any shares in the company held by him 

is in excess of the price which could at the time have been obtained by other 

holders of the like shares; or 

(b) any valuable consideration is given to any such director, 

the excess or the money value of the consideration, as the case may be, shall, for the 
purposes of that section, be deemed to have been a paytnent made to him by way of 
compensation for loss of office, or as censideratioa for retiranoit fiom office, or in 
connection with such loss or retirement. 

(1) References in sections 247, 248 and 249 to payments made to any director of a 
company by way of compensation for loss of office, or as considcratiao for retirement 
from office, or k connection with such loss or retirement, do not include any bona fide 
payment by way of damages for breach of contract or by way of penskm in respect of 
past services; a^ for the purposes of this sub-section the expression "pension" includes 
any superannuation allowance, superaimuation gratuity or similar payment 

(4) Nothing in sections 248 and 249 shall be taken to prejudice the operation of any 
rule or law requiring disclosure to he made with respect to any such payments as ate 
therein mentioned or with respect to any other like payments made (» to be made to 
the directors of a company. 

Directors with unlimited liability 

251. (i) In a Umited company, the liability of the directors or of any director ot 
manager may, if so provided by the memorandum, be unlimited. 

(2) In a limited company in which the liability of a director, or manager is 
unlimited, the directors, and the manager of the company, and the member who 
proposes a person for appointment to the office of director, or manager, shall add to 
that proposal a statement that the liability of the person holding that office will be 
unlimited; and before the person accepts the office or acts therein, notice in writing that 
his liability will be unlisted, . shall be given to him by any one of the following 
persons, namely, the promoters of the company, its directors, or manager, if any, and its officers. 

(5) If any director, nuinager or prtqroser makes a default in adding such a statement, 
or if any promoter, director, manager or officer of the company makes a default in 
gi mg such a notice, he shall be punishable with tine wUch may extend to tea 
thousand rupees and shall also be liable for any damage whidi the person so appointed 
may sustain frem the default; but the liability of the person appointed shall not be 
affected by the default. 

(4) A limited company may. If so authorised by its articles, by a special resolution, 
alter its memorandum so os to renda unlimited the liability of its directors or of any 
director or manager. 

(5) Upon the passing of any such special resolution, the provisions tluseof shall be 
as valid as if they had been originally contained in the memorandum: 

Provided that no alteration of the memorandum making the liability any of the 
officers referred to in sub-section (i) unlimited shall apply to such officer, if he was 
holding the office from before the date of the alteration, until the expiry of his then 
term, unless he has accorded his consent to his liability becoming unlimited. 
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CHAPTER HI 

A. Net profit, depreciation. Investments, loans, etc. 

252. (7) In computing for the purposes of sections 155 and 242, the net profit of a 
company in any financial year— 

(a) credit shall be given for the sums specified in sub-section (2), and credit shall 
not be given for those specified in sub-section (5), and 

(ft) the sums specified in sub-section (4) shall be deducted, and those specified in 
sub-section (5) shall not be deducted. 

(2) In making the computation aforesaid, credit shall be given for the bounties and 
subsidies received frean any Government, or any pubUc authority constituted or 
authorised in fiiis behalf, by any Government, unless and except in so fat as the Central 
Government otbowisc dir^ts. 

(5) In making the compiUatlon afiaesaid, credit shall not be given for the following 
sums, namely:— 

(a) profit, by way of premium, on shares or debentures of the ccanpany, which are 
Issued or sold by the company; 

(ft) profit on sale by the company of forfeited shares; 

(c) profit of a capital nature including profits from the sale of the undertaking at 
any of the undertakings of the company or of any part thereof; 

(d) profit from the sale of any immovable property or fixed assets of a capital 
nature comprised in the undertal^g or any of the undertakings of the company, 
unless the business of the company consists, whether wholly or partly, of buying and 
selling any such {X'opcrty or assets: 

Provided that where the amount for which any fixed asset is sold exceeds the written- 
down value thereof referred to in sub-section (6), credit shall be given for so much of 
the excess as is not higher than the'difference between the ori ginal cost of that fixed 
asset and its written down value. 

(4) In making the computation aforesaid, the following sums shall be deducted, 
namely:— 


(a) all the usual working charges; 

(b) directors’ remuneration; 

(c) bonus or commission paid or payable to any member of the company’s staff, 
or to any engineer, technician or person employed or engaged by the company, 
whether on a whole-time or on a part-time basis; 

(d) any tax on business profits imposed for special reasons ot in special 
circumstances and notified by the Central Oovemment in this behalf; 

(<?) interest on debentures issued by the company; 
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(J) interest on mortgages executed by the compaiqr and on loans and advances 
secured by a charge «i its fixed or floating assets; 

(g) interest on unsecured loans and advances; 

(h) expenses on repairs, whether to immovable or to movable property, provided 
the repairs are not of a capital nature; 

(0 outgoing inclusive of contributions made under clause (e) of sub-sectiai (7) of 
section 231; 

(j) depreciation to the extent specified in section 253; 

(k) the excess of expenditure over income, which had arisen in computing the net 
profits in accordance with this section in any year which begins at or after the 
commencement of this Act, in so far as such excess has not been deducted in any 
subsequent year preceding the year in respect of which the net profits have to be 
ascertained; 

(/) any compensation or damages to be paid by virtue of any legal liability 
including a liability arising frc«n a breach of contract; 

(m) any sum paid by way of insurance against the risk of meeting any liability 
such as is referred to in clause (/); 

(n) debts considered bad and written off or adjusted during the year of 

(5) In making the computation aforesaid, the following sums shall not be 
namely:— 

(a) income-tax or any othw-tax payable by the company under the Income-tax Act, 

43 of 1961. 1961, or any other tax on the income of the company not falling under clause (d) of 

sub-section (4); 

(b) any compensation, damages or paymmts made voluntarily, that is to say, 
otherwise than in virtue of a liability such as is referred to in clause (1) of sub¬ 
section (4); 

(c) loss of a capital nature including loss on sale of an und^laking or any of the 
undertakings of the company or of any part thereof not Including any excess referred 
to in the proviso to section 253 of the written-down value of any asset which is sold, 
discarded, demolished or destroyed over its sale proceeds or its scaap value. 

253. The amount of depreciation to be deducted in pursuance of clause (/) of sub¬ 
section (4) of section 252 shall be the amount calculated with reference to the wrlttai- 
down value of the assets as shown the books of the company at the end of the 
financial year expiring at the commencement of this Act or immediately thereafter and 
at the end of each subsequent financial year at the rale specified in Schedule ITT: 

Provided that if any asset is sold, discarded, demolished at destroyed for any reason 
before depreciation of such asset has been provided for in full, the excess, if any, of the 
written-down value of such asset over fts sale proceeds or, as the case may be, its 
scrap value, shall be written off in the financial year in which the asset is ’sold, 
discarded, demoiished or destroyed. 
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(c) acquire, by way of subscription, purchase or othrawlse the securities of any 
other body corporate, 

exceeding sixty per cent, of its paid-up share capital and free reserves, or hundred pa* 
cent, of its ftee reserves, whicheva is more: 

Provided that where the aggregate of the loans and investments so far made, the 
amounts for which guarantee or security so far provided to or in all other bodies 
corpoate, alongwith the investment, loan, guarantee or security proposed to be made or 
given by Board, exceeds the aforesaid limits, no investment or loan shall be made 
or guarantee shall be given or security shall be provided unless previously authorised by 
a special resolution passed in a goicral meeting: 

Provided fiirtha that the notice of such resolution shall indicate clearly the specific 
limits, the particulars of the body corporate in which the investment is proposed to be 
made or loan or security or guarantee to be given, the purpose of the investment, loan 
or security or guarantee, specific sources of funding and sudi otha details. 

(2) No loan or investment shall be made a guarantee or security given by the Board 
in pursuance of sub-section (J) unless the resolution sanctlmiing it is passed at a 
meeting of the Board with the consent of all the directors present at the meeting. 

(3) (a) Every company shall keep a register showing the following particulars in 
respect of every investment ot loan made, guarantee givem or security prodded by it in 
relation to any body corporate imdcr sub-section (I), namely:— 

(/) the name of the body corporate; 

(ii) the amount, terms and purpose of the investment a loan or security a 
guarantee; 

(Hi) the date on which the investment or lo^ has been made; and 

(rv) the date on which the guarantee has been given or security has been provided 
in cotmection with a loan. 

(b) The particulars of investment, loan, guarantee or security referred to in clause (a) 
sh^l be entered chronologically in the reglsta afwesaid within seven days of the 
making of such investment or loan, or the giving of such guarantee or die provision of 
such security. 

(4) The register referred to in sub-section (3) shall be kept at the registered office of 
the company concerned and— 

(a) shall be open to inspection at such office; and 

(b) extracts may be taken therefrom and copies thereof may be requited, 

by any roemba of the company to the same extent, in the same maimer, and on 
payment of the same fees as in the case of the register of members of the company; 


254. (7) No Company shall, directly or indirectly,— 

(a) make any loan to any body cor{x)rutc; 

(b) give any guarantee, or provide security, in connection with a loan made by any 
otha person to, or to any other person by, any body corporate; and 
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and the pfovlsioos of section 132 shall apply accordingly. 

(5) Nothing contained in this section shall apply to any loan made, any guarantee 
given or any security provided cr any invesnnent made by— 

(a) a banking company, or an insurance company, or a housing finance company 
in the ordinary course of its business, or a company estaUisbed with the sole object 
of iinanciog industrial enteiprlscs, or of ptovidlag^ Infrastructural fiicilitics; 

(b) a company whose principle buttress is the acquisition of shares, stock, 
debentures or other sccuritim: 

(c) a private company, unless It is a subsidiary of a public nompany; 

((Q If default is made in complying with the provisions of this section, other rtimi 
subniectioo (5), the company and every officer of the company who la in default, shall 
be {ainisbablc with impriso^ent which may extend to two years or with fine which 
may extend to fifty thousand rupees: 

Provided that whore any such loan any loan in cmmcction with whidi any such 
guarantee or security has been givoi, or provided by the cennpany, baa betm repaid in 
full, no punishment by way of imprisonment shall be imposed uit^ this aub-sectioo. 
and where such loon has been repaid in part, the maximum punishment which may be 
imposed under this sub-scctlon by way of imprisonment shall be apprtqnialcly reduced: 

Provided fbrther that all persons who are knowingly patties to any such contravention 
shall be liable, jointly and severally, to the oompai^ for the repayment of llm loan or 
for making good the same which the company may have been c^ed i^on to pay by 
virtue of the guarantee given or the securities provided by such company. 

(7) If default is made in complying with the provisions of sub-section (3), the 
company, and every officer of the company who b In default, shall be punishable wlfli 
fine which may extmd to five thousand rupees and also with a fbnhcr fir>c which may 
extend' to five hundred rupees for every day after the first during which the dcfiuik 
contimies. 

Explanation .—For the purposes of this acetioo,— 

(a) "loan" includes debentures or any dqxislt of money made by mk cmiqMny wltii 
another company, not being a banking emnpany; 

(h) "fiee reserves" means those reserves whidi, as pet latest audited bolance-abeet 
of the company, arc ftec for distribution as dividend and shall Include balance to the 
credit of the securities premium account but shall not include share application money. 

255. Where any provision in the memorandum or articles of a company, or in any 
resolution passed in general meeting by, or by the Board, or in an agreemcat between 
the company and any odwr person, whether made befne or after the commetwemciit of 
this Act, prohibits the reconstruction of the ccmipany or its omalgatnalioa with any other 
body corpewte cr bodies corpmate, either absolutely or except tm the condition that the 
managing director manager of the company is appointed or re-appointed os tmtingitig 
director or manager erf the reconstructed company cv of the body corporate resulting 
from amalgamation, as the case may be, shall become vdd with effect ftom the 
commoicetnent of this Act, or be void, as the case may be. 


■IW/F—19-A 
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A Secretary 

256. (/) Every listed puUlc company, and evoy unlisted public company having a 
paid up share capital of one oiore rupees or more, shall employ a whole-time secretary, 
who shall be a Comparty Secretary within the meaning of the Company Secretaries Act, 
1980. 

(2) A company secretary In whole-time employment shall, inter alia, perform the 
fc^owing functions, namely:— 

(a) to convene Board and general meetings as pa the dlrcctiotis of the chairman 
of the Board or any director or as directed by the Tribunal as provided in the articles 
of association; 

(b) to maintain tfaS record of the minutes of the meetings of the Board or 
shardioldets and to ensure that the minutes book is duly dated and signed fay the 
chairman of the meeting; 

(c) to issue certificates relating to securities and attend to apt^ications for transfers 
or qrlitting of scrips or issue of duplicate shares; 

(d) to keep in his custody the company seal and all deeds and documoits relating 
to prcq>aty and other documarts vestbg in the company any valuable rights; 

(e) to obtain approvals from the Board, general meetings, the Government and 
sudi other authorities as requited unda the provisioas of this Act; and 

(/) attend to any other duty he may be assigned by the Board or any director or 
general body of shardioldets. 

(S) For the removal of doubts, it la hereby declared that no managing or whole-time 
director or manager shall by virtue of pro^^ions of sub-sectioa (2) be deemed to be 
free of any liability undo- any other provisioas of tiiis Act 

If a company fails to comply with the provisions of sub-section (I), the company, 
and every dflcer of the company who is in default, shall be punishable witii fine which 
may exteivl to five hundred nq>ees fa every day during which the default cemtinues. 

(5) Bvoy company not requited to employ a whole-time secretary under sub-section 
(J) and having a paid up diaV r ctqrital of tea. lakh rupees or mote shall attach with the 
Board’s report referred to in section 173, a certificate fiom a secretary in whole-time 
practice in such form and subject to such oonditions os may be ptesoib^ as to whether 
the company has compiled with all the provisions of this Act or not 

C. Manager 

257. (7) No company shall, after die commencement of this Act, appoint ot eas^ay, 
any finn, body cmpocate or association as its manager. 

(2) No (xHiqMmy «h«ll, after the commenocmait of this Act, appoint or employ, or 
continue the aiqmintment at employment of, any persoo as its manager vdio— 

(a) is an undischarged insolvoit, or has at any time within the preceding five years 
beat adjudged an insolvent; or 

(b) suspends, or has at any time within the preceding five years su^rended. 


36 of 1980. 
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payment to his crccUtats; or makes, ot has at any time within the ptccedluf five yean 

made, a composition with them; or 

(c) b, or has at any time within the preceding five yean been, convicted by & 

Court in India of an offence involving moral tutpitude. 

(5) The Central Government may, by notification, remove the Him]iiiilifli>ntifm inamed. 
by any person by virtue of clause (a), clause (b) ot clause (c) of aub-aectioti (I), Htb** 
generally or in rcladon to any company or companies specified in tlm notification, 

(4) No company shall, after the commencement of this Act, appt^ or ciiq>loy any 
person as manager, if he is either the manager or tfao^nanaging director or whole-time 
director of any other company, except as provided in sub-section (5). 

(5) A cmnpany may appoint or employ a person as its manager, if he is the nla^^^ |gwr 
or managing di^tor or the whole-ttoe dirretor of one, and not more thm other 
company: 

Provided that such appointment or onployment is maA» or approved a resolution 
passed at a meeting of the Board with the consent of all the directors py«»it at the 
meeting, and of which meeting and of the resolution to be moved thoeal, apeoiflc 
notice has been given to all the directors then in India. 

(6) The manager of a company may, subject to the {uovlsions of section 155, receive 
remutieradon either by way of a mmitUy payment, « by way of a ^>ecifiod pmeentage 
of the "net profits" of tbe company calculate in the manner laid down in aoefiou 252 
and 253, or partly by tbe one way and partly by the other; 

Provided that cxc^t with the approval of the Central Govannient such remuonatioa 
shall not exceed in the aggregate five per c«it. of die net profits. 

(7) The ptoviskma of oecdons 220 and 246 shall apply in reladon to the manager of 
a company os they apply in relation to a managing director thereof. 

(6) The provisions of this secdon shall not apfdy to a private company U is a 

subsidiary of a public company. 


CHAPTER IV 

POWERS OF CHrmiAL Government to remove managerial personnel 
FROM office on THE RECOMMENDATION OF THE TRIBUNAL 

258, (7) Where in the ^initm of the Crtitral Oovcnuncat there arc cireunutances 
suggesting— 

(a) that any peraon concetned in the conduct and management of tbe affkln of a 
oompatqr is or baa been in connecdoo tlierewldi guilty of fraud, 

petsistent ncgUgoice or default in carrying out his obligations and funedons im'W the 
law, or breach of trust; or 

(b) that the business of a company b not or has not bemi tvm ductfH and managed 
by such pOBon in accordance with sound business principles ot prudent twifmwH fl 
practices; or 

(c) that a company b or has beat conducted and managed by such person In a 
manner which b likely to cause, or has caused, serious li^uty or damage to tbe 
intnest of the trade, industry or business to which such company pmtains; at 
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(d) that the businean of a company is <» haa been conducted and managed by such 
^raon with intent to defraud its ctrditats, members c* any other peisons or otherwise 
for a fraudulent or unlawftil puipose ip a manner |»ejudicial to the public inr«p > w t, 

the Central Oovemment may slate a case against the person aforesaid and lefer the 
same to the Tribunal with a request that the Tribunal may inquire into the case and 
iword a decision as to whether or not such person b a fit and proper person to hold 
the office of director ot Btiy other office cocincctcd with the conduct and tnanaffcment 
of any cotnpmy. 

sub-section (7) shall be stated in the form of an application 
which shalf be presented to the Tribunal. 

The" penoo against whom a case is referred to the Tribunal under this section 
Miall be Jdned as a re^ndcni to the application. 

(4) Evtty such application— 

(a) shall ccmtain a concise statemrait of such circumstances and matoials as the 
Central Govertunent may consider necessary for the purpose of the inquiry, and 

(b) shall be ngned and v«ifled in the manner laid down in the Code of Civil 
Procedure, 1908, for the signature and verification of a plaint in a suit by the Central 5 of 1908 
Oovemment. 

(5) The Tribunal may at any stage of the proceedings allow the Central Oovemment 
to alter or amend tte application in such manner and on such terms as may be just, 
and all such alterations or amendments shall be made as may be necessary for the 
purpose of determining the real questions in the inqwry. 

f<5) The proceedings before the Tribunal shall be summary in nature and the Tribunal 
shall be required to enquire into the existence of facts justifying the prima facie case 
and shall determine whether the facts and the inframatioo justify the reliefs in 

the applioadDU. 

259. (/) Where during the pendency of a case before the Tribunal it ^rpears 
necessary to tbfc Tribunal so to do in the interest of the mimibcis or creditors of the 
emnpa^ ot in the public interest, the Tribunal may on the aiqdicalioa of the reqxmdcnt 
ctf on its own motion, by an order— 

(a) direct that the re^xmdent shall not discharge any of the duties of his office 
until further orders of the Tribmud; 

(ft) appoint a suitable prason in {^acc of the respondent to discharge the duties of 
the office held by the respemdent subject to such terms and omiditlons as the Ttibunal 
may specify in the order, and 

(c) grant any other relief which the Tribunal may coosidet just and iqprc^niatc so 
to do. 

(2) Every person appointed undra clause (6) of sub-section (7) shall be deemed to bq 
a public servant within the meaning of section 21 of.the Indian Penal Code. 45 of 1860. 
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24fO. At the conclusion of tbc bearing of the case, the Tribunal shall lecotd Its 
decision stating therein iqiecifically as to whetha or not tbc rcsptMtdent is a fit and 
proper person to bold the office of director or any other office emneoted with the 
conduct and management of any company. 

261. (I) Notwithstanding any other provision contained in this Act, tbc Central 
Oovemment shall by etder, remove £r^ office any director, <» any other person 
concerned in the conduct and managonait of the aiTairs, of a company, against whom 
there is a decision of the Tribunal under this Chapter. 

(2) The person gainst whom an order of removal from office is maHe under this 
section shall not bold tbc office of a director or any other office connected with the 
conduct ai!d numagement of the affairs of any company during a period of five years 
from the date of the order of removal; 

Provided that the Central Oovemmemt may, with the previous coocurtence of the 
Tribunal, permit such person to hold any such office before die expiry of the said 
period of five years. 

(3) Notwilhstanding anydiing contained in any other provision erf this Act cr any other 
law or any contract, memorandum articles, on the removal of a petsem the 
office of a director or, as the case may be, any other office connected with tiK; conduct 
and management of the affairs of the company, that poson shall not be entitled to, or 
be paid, any compensation for the loss or termination of office. 

(4) On the removal of a person from the office of a director or, as the case may be, 
any other office connected with the conduct aird management of the affairs of the 
company, the company may, with the previous approval of the Central Govemment, 
appoint another person to t^t office in accordance with the provisimia of this Act 

CH/VPTER V 

Compromises, arrangements and recwnsttruction 

262. In sections 263 and 266,— 

(a) the cx|Messiott "company" means any company liable to be wound iq> under 
this Act; 

(b) the extHcsaion "arrangement" includes a reorganisation, reductioo of the shore 
capital of the company by (be consolidatioD of shares of different classes, ot by the 
dl^ion of shares into shares of different classes or, by both tboee tnetbods; or by 
adcqrtlng any of the methods or by reduction of the share capital referred to far clauses 
(a), (b) and (c) of section 82; 

(c) unsecured creditors who may have filed suits or obtained decrees shall be 
deemed to be of the same class os other unsecured creditors. 

263. (I) Where a compromise or arrangement b prcqioeed— 

(a) between a company and its oeditors any class of them; 

(b) between a company and its monbets or any class of them, 

the Court may, on the application of the company or of any creditor or member of the 
cmnpany, or, in the case a company which b being wound up, of the Liquidator, 
order a meeting of the credlton or clw of creditors, or of the members or class of 
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tncmben, aa the case nuy be, to be called, held and conducted in such manner as tfac 
Court dfaects: 

Provided that the Court may dispense with the meeting of creditors or any class of 
them Qt mcmbciB or any class of them or all the cteditors or all the creditors of any 
class or the members holding not less than one per cent, of the voditg power or 
membos in any class holding one per cent, of the total voting power, as the case may 
be, by an affidavit, confirm their oouaent to the compromise or armngcmcat' 

Provided fiirther that the Court may, at its discretion, waive the requiienumt of notices 
to be issued to the creditors or any class of them for such meeting so long as ^Kcific 
notices are sent to ail the cteditors and a general notice is issued by a p.hlicntj ' m in 
one English and one vernacular newspaper, circulating at the place where the company’s 
tegisteted office is located. 


(2) If a special resolution is passed by the creditors, or class of creditors, or members, 
or class of members, as the case may be, present and voting elthCT in perstm or, where 
proxies are allowed under the rules made under section 452, by proxy, at the meeting, 
agree to any compromise or arrangement, the compromise or arrangranent Hbsll^ if 
sanctiemed by the Court, be binding on aU the creditors, all the creditors of the class 
and all the members, or all the membets of the class as the case may be, and also on 
the company, or in the case of a company which is being wound up, on the i tg u idsto r 
and coottibutories of the company: 


Provided that no order sanctioning any compromise or arrangement be by 
the Court unless the Court is satisfied that the company or any other person by whom 
an appUcation has been made under sub-section (1) has disclosed to the Court, by 
affidavit ot otherwise, all material facts relating to the oon^y, such as the latest 
financial position of the company, the latest auditors’ report on the accounts of the 
(xmipatty, the pendency of any investigation pnaccedings in telation to the company 
under setgioiiB 192 to 207, and the like. 

(5) An order made by the Court under sub-section (2) shall have no effect until a 
certified oc^y of the or^ has been filed with the Registrar. 

(4) Every copy of the memorandum of the company issued after the certified copy of 
the order has been filed as afotesaid ot in a case of a company not having the 
memOTaodum, cv<»y copy so issued of the instrument constituting or definit^ g the 
oonstitutioo of tte company shall disclose brief particulara of the order made by the 
Court and contained in statement to the effect that ftill text of the ordCT would be 
available to every monber ot creditor requiring the same. 


(5) If default is made in complying with sub-section (4), the company, and every 
officer of the company who is in default, shall be punishable with fine which may 
extend to one tiiousand rupees for each copy in respect of which default is 

(<S) The Court may, at any time after an application has been made to it under this 
section, stay the oommcnocincat or exmtinuation of any suit or proceeding against the 
conqiany on sudi terms as the Court thinks fit, until the application is finally disposed 
of. 

(7) An appeal shall lie from any order made by a Court exercising original 
jurisdretion under this section to the Court empowoed to hear appeals fiom the 
decisitms of that Court, or If moic than one Court is so empowered, to the Court of 
inferior jurisdiction. 
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^ ^l>3ecti^ (3) to (6) shaU apply in tektioi, to the appdkie 

Older and the appeal as they apply in leladoo to the original otder and the appS^ 

it ««*!“« under *e powent confetwd by diis Oiaptet. ahalL If 

It fa considered necensaiy to obtain expert opinlwi on any matter, for the 

Z ^ Commissions consisting ofwS«J«S 

the field of law, accountancy, economics,, management or 

Z Commission in the prescribed manner to give its ex^oSott Si 

^ Court while dettamining any question arising under this Chapter shall take the 
ofdmon tendered by the Commiaalon appointed under sub-secdon (1) into considGntiao. 

Where a High Court makes an order under secdon 263 sanodcnliv a 
compromise cr an anangement in reflect erf a company, it— 

^ 1- o-n*. c« of a. , 

““y» u* the dme of making such cader or at any dme thereafter, glvti such 
ditecrions in mgaid to any matter or make such modiflcatioiis in the „ 

^ necessary for the proper worldn^of the cf^^Zfae 

If the Co^ aforesaid fa saUafiod that a compromise or art^ gem^t sanedoned 
t^r section 263 can^ be worked satfafactoiily with or widiout modifloadofis, it may 

*1.“* ^WUcadon of any pemon Intc^ZtoZ af&te 
^^cOTipany n^ “ and such an order shall bo 

deemed to bo an otder made under aoodon 289. 

266. (7) a meeting of cteditott or any class of ciedltom, or of members or anv 

class of members, fa caUed under secdon 263,- mcraoew or any 

notice calUog tbe meeting which fa sent to a creditor or member, 
be sent a scheme of compromfae or arrangement and a atatement 
explaining its effect, and in particular, stating any 
^ ^K,**^***!: director, or manager of the com^i^ 

“ *5“^ ee^ty as such or as members or oreditoni of the compaw^ 
hfZftir’ interests, of the compromise or smmgemeaiUf ^and 

in so iht aa, it is different (torn the effect on the like interests of other peZ»; and 

A *** ’^‘dch is given by the advertisemaiL there 

• acheme as aforesaid or a nodflearion of dm tdacc at 

^** ^ ”*** *^ cieditotB or members endded to attend the meeting 

may inqiect or obtain ooples of such a schene as afmesaid, nweang 

(2 ) Where the compromise or arrangement affocls the righto of debenture holders of 

any deed for securing the issue of the debenture as It fa 
wquired to give as tet^jccfa the company's directors. 

(S) Where a ^ven by advertisement includes a notificadon that copiw of a 
the terms trf the oompimnise or anangement proposed and 
^ ty creditors or members endded to^Smd the 

^ ^ company, free ofeharge. with a 
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(4) Whoe defi^t is made in campiyin^ with any cf the requitemcnls of this secdoo. 

“«P“y who fa in default, shaU be punfahal^ 
with fine wUdi my extend to five thousand nipeea; and for Bm: purpose of this sub- 
Uq^^tot of the company and any trustee of a deed for securing die issue 
of debentures of the company shaU be deemed to bo an oflicet of the company; 

ProWded that a person not be punishable under this sub-scction if he shows that 
Je default was due to the refusal of any other pemon. being a diiector. managing 
diiwtor, or trustee fat debenture holders, to su^dy the necessary pmUculan^ 

to Ills material mtoests. 
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for facili¬ 
tating 
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don and 
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(J) E^ tUroto, managing director, or manager of the oompaxty, nnd every trustee 
I of the company, shall give notice to the cmnpany of such matter 

tel^g to hin^ as may be necessary ftw the purposes of this section; and if be fails 
to do BO, he shall be {wnfahable with fine which may extend to five thnumt./! n^ecs. 

267. (7) an application fa made to the Court under section 263 for the 

saoedoning of a oompromfae or arrangement pre^xwed between a company whether or 
^BUdi a oomp^ is a scheduled undertaking within the meaning of the Industries 
(D^dopm^t and Regulation) Act, 1951, and any such persons as are meurifitwyi in t^ 
secdoo, and it fa ahown to the Court,- 


63 of 1951. 


(a) that the cmniMomiac or arrangement has been prcqiosed for the putposes of, or 
m oonnection ^th, a aoheme for the reconstruedon of any cottmany or companies ot 
the amalgamadon of any two or more cmnpanics; and 


■1 ^2*.“**^ ^ Of *ay part of the undertaking, property or 

» of any company ooocemed in die sdieme (in this seotion lefened to as a 

transfi^ coti^^y") fa to be transferred to another company (in this section tefctled 
to as the transfciee company"). 


the Court may, either by the order sanctioning the oompeomise or attangmicait ot by a 
subsequent order, make provision for all or any of the foUowing matters, namely:— 

(0 ^ transfer to the transferee company the whole or any part of the 
undertaking, (woperty or UabUitics of any transferor company; 

W the allotment at appropriation by the transferee ccaiqieny <rf any abates 
ddmtutes, ponies, ot other like interests or any other considetatkm in that company 
which, under die oompromfae or arrangement, are to be allotted or appropriated by 
that coaqumy to or for any person; 


(ui) Hk continuation by or against the tninsfeiee company of any legal ptoooodlligs 
pendmg by ot against any transferor company; 

(fv) the dfasoludmi. without windiiig up, of any transfetor campany; 

(v) the provision to be mode for any person who, within such tinw and in such 
manner as the Court directs, dissent from the compromise ot ananganent; and 

(v<) such ^cidoital, consequential and sujqilementa] mattos os are necessary to 
secure that the reronstructiem or amalgamatkm shall be fully and efibetively carried 
out: ' 


PtovJ^ that no compromise ot arrangement proposed for the purposes of, ot in 
oonnection with, a scheme for the amaigamation of a company, whidi fa being wound 
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jy. wi& any oAcr company or companies, shall be sanedooed by the Court Uie 

^haa rccci^a ie^ ftom the Tribunal or the Registnir that the affidn. of the 

comp^ have b^ conducted in a manner prejudicial to the interests of its metnben 
or to the public interest; wcinoraB 

‘****i"l *** disatJution of any transferer coamany 

™*““ *® Company Liquidator ^Vscmtlny 
of the books wd papets of the company, made a report to the Court that the affair^ 
the <^pany h^e not been conducted in a manncT prejudicial to the Interests of its 
members or to the public interest. 

II an order under this section provides for the tnoifer of any pioperty or 

A f ^ ^ iiansferted to in. 

and those llabiUtire shaU be transfeoed to and become the liaMiitks of. the tnnsfcM 

com^y; md m the case of any ptoperty, if the order so directs, ftecd fi«n any chatiie 
which IS. by virtue of the compromise or arrangement, to cease to have effect 

of an order under this section, evoy company 
t * oertiflod copy thereof to 

with 5“ “«l®*”dioo and where default is made In complying with the 

^viMon <rf this sub-section, the company, and every officer of the compatn' who is in 
default, shall be puniahaUe with fine which may extend to five hundred nqioos. 

(4) In this section,— 

*“?!!?** riBhto and powtre erf every descripticn; and 

liabihties includes duties of every dosetiption; 

g) "transferee company" does not include any company other than a company 
meaning of t^ Act, but "transferor company" includes any body corporate, 
whether a company within the meaning of this Act m not 

(5) The Court sl^ give notice of every application made to it under scoticn 263 or 
this sccdOT to the Central Oovommeat, and shall take into coulderation the 
reprea^Utions, if any, made to it by that Government before passing any odor nn>w 
any of these sections. 

268. (7) Where a scheme or contract Involving the transfer of alutes or any clasa of 
shares in a comj^y (in this section referred to as "the transferer company") to another 
compmy (in to sretion referred to as "the transferee company"), has, within four 
months after the makliig of the offer in that behalf by the transferee oopipany been 
f^ptwed ipr the bidets of not less than uino-lentlis in vahio of the shares whoso 
transfer is involved (other dian shares already held at the date of the offer by or by a 
notn^ fOT, to transferee company or its subsidiary), to transferee company may at 
any toe within two months after to expiry of to said four months, give notice in to 
pte^^ manner to any dissenting shareholder, that it desires to acquire his shares: 
and when su<± notice is given, to transferee company shall, unless «i an ■p pHra.d»n 
made by to dissenting shareholdct within one month ftom to date on which to notice 
was given, to Court thinks fit to ortfcr otherwise, be entitled and bound to acquire 
those shares on to terms on which, undo' to scheme or contract, to shares <rf to 
apptovmg shareholders are; to be transfened to to transferee company; 

^vided that where shares in to transferor company of the mnn^ nlni; as to shares 
whose transfer is involved are already held as aforesaid to a value greater than oire- 
tenlh of to ag^gatc of to values of all to shares in to company of such class, to 
fot'cgoing ptovisioDB of this sub-scodon not 4 ipplyt unless— 
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(a) the ttansfeKc company offers the same terms to all holders of the shares of 
that class (other than those already held as aforesaid) whose transfer is Involved; and 

(b) the holders who approve the scheme or contract, besides holding not less than 
nine-tenths in value of the shares (other than those ah^y held as aforesaid) whose 
transfer is involved, are not less than three-fourths in number of the holders of those 
shares. 

(2) Where, in pursuance of any such scheme or contract as aforesaid, shares, ot shares 
of any class, in a company are transferred to another company or its nominee, and 
those shares together with any other shares or any other shares of the same class, as the 
case may be, in the first-mentioned company held at the date of the transfer by, or by 
a nominee for, the transferee company or its subsidiary comprise nine-tenths in value of 
the shares, or the shares of that class, as the case may be, in the first-mentioned 
company, then,— 

(a) the transferee company shall, within one month from the date of the transfer 
(unless on a previous transfer In pursuance of the scheme or ccmtract it has already 
complied with this requirement), give notice of that fact in the presolbed manner to 
the holdtas of the remaining shares or of die remaining shares of that class, as the 
case may be, who have not assented to the scheme or contract; and 

(b) any such holder may, within three months from the giving of the notice to him, 
require the transferee company to acquire the shares In question; 

and where a shareholder gives notice under clause (b) with respect to any shares, the 
transferee company shall be entitled and bound to acquire those shares on the terms on 
which, under the sdbeme or contract, the shares of the approving sharcholdctn wtre 
transferred to it, or on such other terms as may be agre^ or as the Court on the 
application of either the transferee company or the shareholder thinVw fit to order. 

(5) Where a notice has been given \fy the transferee company under sub-section (f) 
and the Court has not, on application made by the dissenting shardioldcr, made an 
c*der to the contrary, the transferee company shall, on the expiry of one month from 
the date on which the notice has been given, or, if an application to the Court by the 
dissenting shareholder is then pmding, after that ^plication has been di^xiscd of, 
transmit a copy of the notice to the transfeixx company together with an instrument of 
transfer executed on behalf of the shareholder by any person appointed by the transfnee 
company and on its own behalf b/ the transferee company, and pay or transfer to the 
transferor company the amount or other consideration representing the price payable by 
the transferee company fca the shares v^hich, by virtue of this section, that company is 
entitled to acquire; and (he transferor company shall— 

(a) thereupon register the transferee company as the holder of those shares, and 

(b) within one month of the date of such registration, inform the disscntiitg 
shareholders of the fact of such registtation and of the receipt of the amoimt or other 
consideration representing (he price payable to them by the transferee company: 

Provided that an instrument of transfer shall not be required for any share for 
which a shore warrant is for the thne being outstanding. 

(4) Any sums received by the transferor company under this section shall be paid into 
a separate bank account, and any such sums and any other consideration so received 
shall be held by that company in trust for the several persons entitled to the shares in 
respect of which the said sums or other considcratiens were retqrectivcly received. 
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(J) (a) The following piovislons shall apply in reiation to every offer of scheme or 
contract involving the transfer of shares or any class of shares in the transferor 
company to the transferee company, namely:— 

(0 evoy such offer or every circular containing such offer or every 
recommendadon to the members of the transfiror company by its directors to acc^t 
such offer shall be accompanied by such information as may be prescribed; 

(it) every such offer shall con tain a scheme by or on behalf of the transferee 
company, disclosing the steps it has taken to ensure that necessary cash- will be 
available; 

(Hi) every circular containing or recooimonding acceptance of^ such offer i«hal1 be 
presented to the Registrar for legistradon and no such circular shall be issued until it 
is so registered; 

(iv) the Registrar may refuse to registet any such circular which docs not contain 
the information required to be given under sub-clause (i) or which sets out such 
informadon in a maimer likely to give a false Impression; and 

(v) an at^teal shall lie to the Court against an order of the Registrar refusing to 
register any such circular. 

(b) Whoevo* issues a circular refened to in sub-clause (Hi) of clause (a) which has 
not been registered, shall be punishable with fine which may extend to hundred 
nqiees. 


(6) In this secdon,— 

(a) "dissenting shareholder" includes a shareholder who has not assented to the 
scheme or contract aiKl any shareholder who has failed or rcffised to trmwfirr his 
shares to the transferee company in accordance with the scheme or contract; 

(b) "transferor cesnpany" and "transferee company" shall have the same meanings 
as in section 267. 

(7) In reladon to an offer made by the transferee company to shareholdcra of the 
transferor company before the commencement of this Act, this secdon hImII have 
effect,— 

(a) with die subsUtudem, in sub-secdon (1), for the words "the shares whose 
transfer is involved (other than shares already held at the date of the c^er by, or by 
a nottainec for, the transferee company at its subsidiary)," of die words "the shares 
affected" and widi the omission of the proviso to that sub-secdon; 

(b) with the omission of sub-secdon (2); 

(c) with the omission in sub-secdon (3) of the words "together with an instrument 
of tnnsfn executed on behalf of the diarcholdo^ by any person appointed fay the 
transferee company and on its own behalf by the transferee company" ami of the 
proviso to that su^secdon; and 

(d) with the omission of clause (b) of sub-secdoo (J). 
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2ti9. (/) In the event of an acquirer or person acting in ccmccrt with such acquirer 
hoooming registered holden of ninety-five per cent, ot more of the hum ed equity share 
c^tal of a company (including any hybrids or dcrivafives or shares carrying different 
Voting rights) or, in the event of any person ot group of penons becoming ninety-five 
per cent majenity or holding ninety-five per cent of die Issued equity share capital of 
a company virtue of an amalgamatioo, share exdiange cohvetsion of or for 

any other reason, such acquim, person ot group of persons, as the case may be. i«hs ll 
notify the company in which nhicty-fivc per cent, ot more of the issued equity share 
cajdtal is held of their intention to buy the rewnining equity shares of the company. 

(2) The acquirer, poson or groiqi of persons holding majority in accordance with sub- 
aecdon (7) may make an offer to the minOTity sbatcholdets of cqui^ shares of the 
COTnpatQr for buying the equity shares held ^ such shareholders at a price 
in aooOTdatice with the rules made by the Cratral Oovemmoit. 

(S) Without prejudice to the foregoing provisions of this secdOTi, the minority 
shareholdets of the company may also require the majority ahnrehn lHe int to purchase the 
minOTity equity shaieholdittg of the company at a price detanuned in accordance with 
the rules made by the Cen^ Oovemment. 

(4) The ri^t of requirlQg a purchase out cither by the majOTlty or by the minority 
constituted in accordance with sub-sootion (i), in accordance with the ptovisionB of sub- 
soedons (2) and (3) shall apply to all companies and the rules referred to thoeln ”b«ll 
oxtmd to private companies and unlisted public companies for non-inarioetablc equity 
dunes. 

(5) In the event of a purchase under this section, whethn wholly or partially, tire 
company shall be constituted as a transfer ^ent for receiving and paying the {nice to 
the shareholdOT delivering the shares, and as agent for taking dcllvety of the shares and 
dellvOTing such shares to the majority, as the case may be. 

(<J) M the obsoDOT of a physical delivery of shares, in dre event of a purchase at the 
instance of the majority, the share certificate may be cancelled and the company stmli 
be authorised to issue duplicate share certificates and completing tire transfOT in 
accordance with law and make payment of the price out of any deposit by the majority 
in advance to the minOTity by deqratch of such payment under registered post 
acknowledgment due to their last known address. 

(7) In the event of a majority shareholder requiring a full purchase and making 
payment of price, ly dqxisit with the company, for any shareholder or shartdiolde|B 
who have died or ceased to exist, ot whose heirs, successors, administrators ot assignees 
have not bc«i brought tm record by, ttansanission, the right of such shareholder to nwk e 
an offer for salc to minority equity shareholding, shall oOTitinue and be available for a 
period of three years ftxMn Ac date of majority acquisition or majority shatehidding. 

270. (J) Where Ac Central Oovcmmoit is satisfied that it is essential in the public 
interest that two or more Oovemment companies or one or more of the dqurtments of 
Ac Oovetmnent and a Oovemment company should amalgamate, Aen, notwithstanding 
anything contained in sections 267 and 268 but subject to the proviskms of this section, 
Ae Central Oovemment may, by order mtified A the Official Gazette, provide for tire 
amalgamation of those companies ot departments Ato a sAglc company wlA such 
constitution; wiA such property, powers, tights, Atercsts, authoritios and privileges; and 
wlA such liabilities, duties, arid obligations; as may be qrecified A the order. 

(2) Ihe order aforesaid may provide fere Ae continuation by or againat the transferee 
compaity of any legal ptoccedmgs pendAg by or against any transferor company or 
depattincot and may also contaA such cOTiscquential, Acidental and supplemental 
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provisions as may, in the opinion of the Central Government, be necessary to give 
effect to the amalgamation. 


(S) Every monbor or credited (including a debenture holdcv) of each of the 
or departments befmo the amalgamation shall have, as nearly as may be, the — 
interest in or rights against the company resulting the amalgamation as he in 
the company of which he was originally a member or creditor; and to the extent to 
which the interest or rights of such member or creditor in or ng«iiu«r the company 
resulting from the a m alga m ation arc less than his interest In or rights against the 
original company, he shall be endtled to compensatioa which shall be by nr-h 

authority as may be prescribed and every such assessment shall be published in tire 
Official Gazette. 


(4) The oompensadon so assrased shall be paid to the member or credlbtf concemed 
by the company resulting from the amalgamation. 


(5) Any person aggrieved by any assessment of compeosadon made by the prescribed 
authority under sub-secdon (3) may, within thirty days fiom the date of puMkad^ of 
such assessment in the Official Gazette, prefer an a{^cal to the Tribunal and thcteityon 
the assessment of the compensation sh^ be tnmtw by (he lYibunal. 


(d) No <xder shall be noade unda this secdon, unless— 

(a) a copy of the proposed order has been sent in draft to each of the rawipanlfg i 
or departments concerned; 

(b) the dme for preferring an appeal under sub-secdon (5) has expired, oe whcie 
any such appeal has been preferred, the appeal has been fl^y dlgpofied (rf; atxl 

(c) the Cmilral Government has considered, and made such modiflcadons, if any, 
in the draft order as may seem to it desirable b the light of any suggesdons and 
objecdons which may be received by it from any such omnpany wlthb such period 
as the Central Oovemment may fix ta that behalf, not being less than two mrairh s 
from the date on which the copy aforesaid is received by that company, or from any 
class of shareholders therein, or from any cteditms or any class of crcdltms thereof. 


(7) Cqncs of every order made unibr this secdon shall, as soon as may be after it 
has been made, be Ibd before both Houses of Parliamoit 


271. The books and pcqicts of a company which has been amalgannatwvl with, or 
whose shares have bem acquired by, another company under thb Chaptm mlmll not be 
disposed of without the prior permission, of the Central Oovemment aial before graodng 
such permissioti, that Oovemmoit may appobt a petaon to exambe the books and 
papms or any of them for the purpose of ascertainbg whether they contab any 
evidence of the cmnmission of an <^encc b cotmccdon with the promotion 
fotmadmr, of the management of the affairs, of the flistrmcntioaed c ompany or Its 
amalgamadcm or the acquisition of its shares. 
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CHAPTER VI 

PREVENTION OF OPPRESSION AND MISMANAGEMENT 
A, Powers of Tribunal 

272, (7) Any member of a company who has a complaint,— 

(a) that the affaita of the company arc being conducted in a manner prejudicial to 
the public intoest; in a manner oppressive to, member or members (including any 
one or more of themselves); or 

(b) that the affairs of a company arc being ccmductcd in a manner prejudicial to 
the interests of the company; or 

(c) that a matolal change (not being a change brought about by, or in the Intoests 
of, any creditors including debenture holders, or any class of shareholders, of the 
company) has taken place in the management or centred of the con^Mny, whether by 
an alteration in its Board, or manager, or in the ownersh4> of the comparQ^’s shares, 
or if it has no share capital, in its membership, or in any other manner whatsoever, 
and that by reason of such change, it is likely that the affairs of the company will be 
conducted in a manner prejudicial to the public intocst or in a manner prejudicial to 
the interests of the company, 

may apply to the Tribunal for an orda under this section, provided such membos have 
a right so to apply, under sub-section (4). 

(2) If, on any application made under clause (a) of sub-section (i), the Tribunal is 
of the opinion— 

(a) that the company's affairs are being conducted in a mama- prejudicial to the 
public interest or in a maimer oppressive or prejudicial to any member or members; 
at)Kl 

(b) that to wind up the company would unfairly prejudice such member or 
members, but that otherwise the facts would justify the making of a winding up order 
on the ground that it was just and equitable that the company should be wound up, 

the Tribunal may, with a view to bringing to an end the mattem complained of, 
such order as it thinks rit. 

(S) If, on any applicadon made under clause (b) or clause (c) of sub-section (7), flic 
Tribunal is of flic opinion that the affairs of the company are being conduct^ as 
afrmesaid or that by reason of any material change as aforesaid in the management or 
control of the company, as the case may be, it is likely that the affairs of the company 
will be conducted os aforesaid, the Trib unal may, with a view to tningiiig to an or 
[wcvaitlng the matters complained of or apprehended, make such order as it tbinka Bt 

(4) The follovdng members of a company shall have the right to iqiply under ibtn 
sceflem, namely;— 

(a) in the case of a company having a share c^tal, not less than mic hundred 
membmr of the company or not less than one-tentfa of the total number of its 
membeta, whiefaevo- is less, or any member or members bolding not less than one- 
tenth of the issued shore capital of the cxmipany, provided that the applicant or 
applicants have paid all calls and other sums due on their shares; 
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(b) in the case of a company not having a share capital, not less thap ooe-fiflh ctf 
the total number of its members. 

(5) For the purposes of sub-section (i), whae any share or shares ate held by two 
or more persons jointly, they shall be counted only as one member. 

(0) Where any members of a company are entitled to make an applicadoti by virtue 
of sub-section (4), any one or mote of them having obtained the consent in such form 
as may be prescribed, may make the appiicatiem on behalf and ft* the benefit of all of 
them. 

(7) The Central Government may, if in its opinion that circumstances exist which 
make it just and equitable so to do, authorise any member or members of the company 
to apply to the Tribunal mAa this section, notwithstanding that the requirements of 
clause (a) or clause (b), as the case may be, of sub-section (4) arc not fhlfUled, 

(S) The Central Government may, before authorising any member or members as 
aforesaid, require such member or members to give security for such amount as the 
Central Government may deem reasonable, for the payment of any costa which the 
Tribunal dealing with the application may order such member or members to pay to any 
other person or persons who arc parties to the applicaHcai. 

( 9 ) The Tribunal shall give notice of every application made to it under this section 
to the Central Government, and shall take into considt^ahem the representations, if any, 
made to it by that Government before passing final order. 

( 10 ) Without prejudice to the generality of the powers of the Tribunal under this 
section, any order under sub-section (2) or sub-section ( 3 ) may provide for— 

(a) the regulation of the conduct of the company’s affairs in future; 

(b) the purchase of the shares or interests of any members of the company by 
other members thereof or by the company; 

(c) in the case of a purchase of its shares by the company as aforesaid, the 
consequent reduction of its share capital; 

(d) the termination, setting aside or modification of any agrccmimt, howsoever 
arrived at, between the company on the one hand, and any of the following persons, 
on the other, namely:— 

(i) the managing director, 

(ii) any other director, and 

(Hi) the manager, 

upon such terms and conditions as may, in the opinion of the Tribunal be just and 
equitable in all the circumstances of the case; 

(e) the tomination, setting aside or modification of any agreemont between the 
company and any poson not referred to in clause (d), provided that no such 
agreement shall be terminated, set aside or modified except ofta due notice to the 
patty concerned and {Movided furtha that no such agreement shall be modified except 
after obtaining the consent of the patty concerned; 

(f) the setting aside of any transfer, deliver of goods, payment, execution or 
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other act relating to property made or deme by or against the conqiany within three 
months before the date of the application under diis section, whlcb would, if made 
or done by or against an individual, bo denned in his inBotvem^ to be a fra u d ul ent 
pieferooce; 

(g) ^ipcdnimCTt of receiver, 

(A) any other matter fat which in the opinion of the Tribunal it is Just and 
equitable that provision should be made. 

ill) Pending the making by <}f ^ flnal order under this section the Tribunal may, 
on the ai^lication of any party to the proceeding, make any interim order whidi it 
t binim fit for regulating the conduct of the cmnpany's affairs, upon such terms and 
oonditi(KiB as appear to it to be just and equitaUe. 

(12) If aqy person, managing director or any other director, or manager of a company, 
has not been inqileaded as a respondent to any application under this section 

applies to be added as a rc^Kiodent thereto, the Tribunal shall, if it is satisfied that 
diete is sufflclent cause for ddng so, direct diat he may be added as a rcspmdent 
accordingly. 

(13) In relation to an application under this section and sections 367 to 371, shall 
apply in such form as may be prescribed. 

(14) Ihc Central Oovemment may also itself apply to die Tribunal fn an order undra 
this section or cause an applicadm to be made to the Tribunal for such an mder by 
any poson authmiacd by it in this behalf. 

273, (1) Where an order under section 272 makes any alteratiao in the memorandum 
or attiok« of a company, then, notwithstanding any other provision of this Act, the 
comparty shall riot have power, except to the extent, if any, permitted in the order, to 
make without the leave of the Tribunal any alteration whatsoever which is incrmslstait 
with the cxder, either in the memorandum or' in die articles. 

(2) Sul^ect to the ptovisiotis of sub-section (1), the alteratkaiB made by the order 
sh all in all re^wets, have the same effect as if diey bad been duly niade by Iht 
ivwnpany in aooGcdancc with the provisions of this Act; and the said provisions shal^ 
^iply acomdingly to the memorandum or articles as so altoed. 

(3) A certified copy of every order altering or giving leave to alter a company’s 
memorandum or ardolcs, shall wi thin thirty days a^er the making thereof, be filed by 
the omnpaoy with the Registrar who shall register the same. 

(4) If default b made in cmnplying with the provblons of sub-seefion (3), the 
company, and every officer of the company who b in default, shall be punishable with 
fine wU^ may extend to fifty thousand rupees. 

274. (i) Where an order wiade under scctiati 272 terminates, seta aside, or modifies 
an agreonent such as b referred to in clause (d) or cbusc (e) of sub-sectltMi (10) of 
that section,— 

(a) the order shall not give rise to any claims whatever against the company by 

any person for damages or for ccanpensatkMi for loss of office or in any other reflect, 

cither in pursuance of the agreement or otherwise; 

(b) no wtnnn flin g or other director, or manager whose agreement b so terminated 

or set aside shall, for a period of five years from the date of the mder ter min a ting or 
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sotting aside the agreement, without the leave of the Tribunal be ^pointed w act, as 

the managing or other director, or manager of the company. 

(2) (n) Any person who knowingly acts as a managing m other diicotor, or manager 
of a company in contravention of clause (b) of sub-section (7); and 

(b) every oth<^ director or every director, as the case may be, of the cmnpany, who 
is knowingly a party to such contravention, 

s hall be punishable with imprisonment for a term which may extend to one year, or 
with fine which may extend to fifty thousand rupees, or with both. 

(3) No leave shall be granted under clause (b) of sub-section (7) unless notice of the 
intmtion to apply for leave has been served on the Central Oovemment and that 
Government has been given an opportunity of being beard in the matta. 

B. Powers of Central Government 

275. (i) Notwithstanding anything contained in this Act, the Central Oovemment may 
appoint such number of persons as the Tribunal may, 1^ order in writing, specify as 
being necessary to effectively safeguard the interests of the company, or its sharcholdeiB 
or the public interest to hold office as directors thereof for such period, not exceeding 
three years on any one occasion, as it may t hink fit, if the Tribunal on a referenoe 
tniiHr to it by the Central Oovemment or on an application of not less than one hundred 
members of the company or of the members of the company holding not icss than one- 
tenth of the total voting power therein, is satisfied, after such inquiry as it deems fit to 
make, that it is necessary to make the anointment or appointments in order to prevent 
the affairs of the company being conducted cither in a manner which is oppressive to 
any membem of the company or in a manner which is prejudicial to the Intcrcsls of the 
company or to the public interest; 

Provided that in lieu of passing an order as aforesaid, the Tribunal may, if the 
company has not availed itself of the option given to it under section 217, direct the 
company to amend its articles in the manner provided in that section and make fresh 
appointments of directors in pursuance of the articles as so amended, within such time 
as may be specified in that behalf by the Tribunal. 

(2) In case the Tribunal passes an order unda the proviso to sub-section (7), it may, 
if it thinks fit, direct that until new diiectots arc appointed in pursuance of the ordtf 
aforesaid, such number of persons as the Tribunal may, by order, qiccify as being 
necessary to effectively safeguard the interests, of the company, or its shareholders or 
the public interest, shall hold office as additional directors of the company and on such 
directions, the Central Government shall appoint such additional dircctots. 

(5) For the purposes of reckoning two-thirds or any other proportion of the total 
number of directors of the company, any director or directors appointed by the Central 
Oovemment under sub-section (7) or sub-section (2) shall not be taken into account. 

(4) A person appointed under sub-section (7) to hold office as a directed or a poison 
directed under sub-section (2) to hold office as an additional director, shall not be liable 
to determination by retirement of directors by rotation; but any such director or 
additional director may be removed by the Central Govenunent from his office at any 
time and another person may be appointed by that Govonment in his {dace to hold 
office as a director or, as the case may be, an additional director. 

(5) No change in the Board made after a person is appointed or directed to hold 
office as a director or additional director under this section shall, so long as 
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audi director or oddidonal director holds office, have effect unless confltmcd by the 
Tribunal. 

(6) Notwlthstandbg anything ccmtaincd b this Act or b any other bw for the time 
being b force, whoc any person b ^ipobted by the Central Oovi^nmcnt to hold office 
as director or additional director of a company b pursuance of sub-section (7) or sub¬ 
section (2), the Central Government may is^ such dhecdons to the company as It may 
consider necessary or ap|noptiate b regard to its affairs and such directions may 
include dhecdons to remove an auditu already a|^bted and to i^ipobt another auditor 
b his place or to alter be articles of the con^Mny, and tq>on such dlrecdeqis bebg 
given, the lyjpobtment, removal or alteration, as the case may be, shall be deigned to 
have come bto effect as if the {vovislons of this Act b this behalf have been complied 
with without tequlrbg any fhrtfaer act or thing to be done. 

(7) Ihe Central Oovenuncnt may require the persons appointed as dhectors or 
additional directors b pursuance of sub-section (i) or sub-section (2) to report to the 
Central Government dme to dme with reganl to the affairs of be cottqHiny. 

276. (7) Whoe a complabt is made to be Tribunal by the maiwgtng director or any 
other director, or the moruger, of a cmnpany that as a result ctf a eWige which has 
taken place or is likely to take place b the ownoship of any shores held b the 
company, a change m t^ Board is likely to take place which (if allowed) would affect 
prejudicially the affairs of be company, be Dlbunal may, if sadsfled, after such 
inquiry as it thinks fit to make that it is just and pettier so to do, by c»dcr, direct that 
no resoludon poatfed or that nwy be passed (a no action taken ot bnt may be taken to 
effect a change b be Board after be date of the complabt shall have effect unless 
ctmfirmed the Tributud; and any such order s hall have effect notwithstanding 
anything to the contrary contained b any other ptovisiem of bis Act or m be 
memorandum or articles of be company, a: b any agreement with, or any resolution 
passed b a general meeting of the company or by the Board. 

(2) The Tribunal shall have power when any such complaint is received by it, to 
make on btmm order to the effect set out b sub-seefion (7), before maUng or 
cmnplctbg the inquiry aforesaid. 

(5) Notfabg contained b sub-scotlons (7) and (2) shall apply to a private company, 
unless it is a subsidiaty of a public company. 

CHAPTER Vn 
Miscellaneous provisions 
Contracts where company is undisclosed principal 

277. (7) Evoy penxm, being be manager ot other agoit c£ a public company or of 
a private company wUdi is a subsidiaty of a public Company, who enters bto a 
contract for (V on bdialf of the company b wbch contract the company is an 
undisclosed ptbcipol shall, at be time of enterbg bto the contract, make a 
memorandum b writing of be terms (d*the contract, and specify therdn the person 
wib whean it is mtered into. 

(2) Every such poson who epters into a contract as aforesaid shall forbwib deliver 
the memorandum to the company and send copies bereof to each of the directors; and 
such memorandum shall be filed b the (rfflcc of be company and laid befme be Board 
of directms at its next mcetbg. 


1905/RS/F^21-B 
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(S) if default is made in ccmidyins with the te<]uitemaitB of tbia seotiou,— 

(a) the contract shall, at the optical of the oempany, be voidable^ against (he 
company; and 

(h) the petBon who entets into the contract, or cvety officer of the conqiatty who 
is in default, as the case may be, shall be punishable with ^e which may extend to 
two thousand rupees. 

Employees' securities and provident fiinds 

278. (V) Any mcmey or security deposited with a company by any of its employee 
in pursuance of his contract of sovice with die company shall be kept or deposited by 
the company within fifteen days from the date of dqxisit— 

(a) in a post office savings bank account, or 

(b) in a special account to be opened by the con^iany f(» the purpose or in a 
scheduled ba^ or 

(c) where the company Itself is a scheduled bank, in a ^icclal account to be 
opened by it for the purpose either with Itself or in any other scheduled bank. 

(2) No portion of such moneys or securities shall be utilised by the omnpany except 
for the purposes agreed to in Ite contracts of service. 

(3) A receipt for moneys deposited widi a company by its cn^Ioyce shall not be 
docxncd to be a security within the meaning of this section, and the moneys themselves 
shall accordingly be deposited as provided in sub-secdon (J), 


279. (J) Where a provident fund has been consdtuted \jf a company for its auidoyecs 
or any class of its employees, all moneys contributed to sudi fund (whether by the 
company or by the cm|doyccs) m received ct accruing by way of intereat or otbnwiae 
to such fimd shall, wit^ fifteen days fiom the date of contribudon, receipt or accrual, 
as the case may be, either— 

(a) be deposited— 

(0 in a post office savings bank account, or 

(iO hi n ^lecial account to be opened by the company for the purpose in a 
scheduled bank, or 

(u;) whoe the company itself is a Sdicduled Bank, in a special account to be 
opened by it for the purpose either with itself or in any other scheduled bank; or 

(b) be invested in the secutidee mendooed or referred to in clauses (a) to (e) ot 
2 of 1882, section 20 the Indian Trusts Act, 1882. 

(2) Notwithstanding anything to the contrary in the rules of any provident fimd to 
which sub-section (J) applies ot in any contract between a company md its employees, 
no employee shall be e^tled to reedve, in tetqiect of such portion of the amount to 
his cr^t in such fund as is invested in accordance with the [wovisions of sub-section 
(J), intCTcst at a tale exceeding the rate of Interest yielded by such InvestmcnL 
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(S) Nothing in Hub-section (I) shall affect any rights of an employee under the rules 
of a provident fund to obtain advances from or to withdraw money standing to his 
credit In the fund, where the fund is a recognised provident Rmd wi thin the meaning of 
clause (38) of section 2 of the Income-tax Act, 1961. 43 of 1961. 

(4) Where a trust has been created by a company with respect to any provident fund 
referred to in sub-secdon (7), the company shall be bound to collect the contribution of 
the employees concerned and pay such contribution as well as its own contributioas, 
if any, to the trustees within fifteen days from the date of collection; but in other 
respects, the obligations laid on the company by this section shall devolve on the 
trustees and shall be discharged by them imtead of by the company. 

Right of 280. An employee shall be entitled, on request made in this behalf to the company, 

employee to or to tb; trustees referred to in sub-section (4) of section 279, as the case may be, to 

see bank's sec the bank’s receipt for any money or security such as is refctied to in section 278 

receipt for or section 279. 

moneys or 

securities 

refetted to 

in section 

278 or 279. 

Poudty foe 281. Any officer of a company, or any such trustee of a provident ftmd as is referred 
contraven- to in sub-section (4) of section 279 who, knowingly, contravenes, or authorises or 

tion of permits the contravention of, the provisions of section 278, section 279 or section 280, 

section shall be punishable witii imprisonment for a term which may extend to six months, or 

278, 279 with fine which may extend to ten thousand rupees, 
or 280. 

PART vn 

Winding up 

CHAPTER I 

Preumjnaky 
Modes of winding up 

Modes of 282. (1) The winding up of a company may be either— 
winding up. 

(a) by the Court; or 

(b) voluntary. 

(2) The provisions of this Act shall, unless otherwise stated, apply to the winding up 
of a company in any of the above modes. 

Contributories 

Definition 283. (J) The expression "contributory" means every person liable to contribute to the 
of a assets of a company in the event of its being wound up and includes the holder of any 

"contribu- shares which are fully paid-up. 
tory". 

(2) For the purposes of all proceedings for determining, and all proceedings prior to 
the final determination of, the persons who are deemed to be contributories shall include 
any person alleged to be a contributory. 
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(5) The liability cf a cootributoty shall cicatc a debt accruing due from him at the 
time when hU Utility commenced, but payable at the times specified in calls made cm 
him for enforcing the liability. 

284. (7) In the event of a company being wound iqi, eveay present and past m^ber 
shall be liable to contribute to the assets of the company to an amount sufficient fm 
payment of its debts and liabilities and the costs, charges and expenses of the winding 
up, and for the adjustment of the rights of the contributories among themselves, subject 
to the provisions of section 285 and subject also to the following qualificatioos, 
namely:— 

(a) a past member shall not be liable to contribute if he has ceased to be a 
member for one year or upwards before the commencement of the winding up; 

(b) a past member shall not be liable to contribute in respect of any debt or 
liability of the company contracted after he ceascxl to be a mmnber; 

(c) no past member shall be liable to contribute unless it appears to die Court that 
the present monbers are unable to satisfy the contributions requited to be made by 
them in pursuance of this Act; 

(d) in the case of a company limited by shares, no crmtiihution shall be required 
from any past or present member cxceediirg the amount, if any, unpaid on the shares 
in respect of which he is liable as such member; 

(e) nothing in this Act shall invalidate any provision contained in any policy of 
insmance or other contract where the liability of individual members is restricted or 
wh<3e the funds of the company arc alone made liable in respect of die policy or 
contract; 

(fy as between the claims of any creditor, who is not a present or past member of 
the company and whose dues ate in the nature of a debt and interest dietein, and any 
claim of past or present member of the company due to him as such, by way of 
dividends, profits or otherwise, the latter shall not be treated as a debt of the company 
payable to such a member but no such sum shall be taken into account for the 
purposes of final adjustment of the rights of the contributories among thanselves, 
after all other claims are made; 

(g) In the winding up of a company limited by guarantee which has a share 
capital, every member of the company shall be liable, to contribute in respect of the 
sums unpaid on any shares held by him, as if the company wore a company limited 
by sharra, and aim In respect of the amount guaranteed or undeataken to be 
contributed by him to the assets of the company in the event of its being wound up. 

285. In the winding up of a limited company, any director or manager, whether past 
or present, whose liability is unlimited under the provisions of this Act shall, in addition 
to his liability to contribute as an ordinary member, be liable to make a further 
contribution as if he were, at the commencement of the winding up, a member of an 
unlimited company: 

Provided that— 

(a) a past director or manager shall not be liable to make such fiirthcr contribution, 
if he has ceased to hold office for a year or more before the commencement of the 
winding up; 
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(b) a past director or manage shall not be liable to make sucdi further ocmtributioii 
in reflect a[ any debt m liability of the company contracted after he ceased to hedd 
office; 

(c) subject to the articles of the company, a dircctn or manager whall not be liable 
to make such ftjtthcr contribution, unless &e Court deems it necessary to require die 
contributkm in order to satisfy the debts and liabilities of the company, and the costs, 
diarges and expenses of the winding up. 

286. (1) If a ocmtributoiy dies citfaa before or after he has been qualified to be as 
such. Us legal rqnesentatlve shall be liable In due course of administration, to 
contribute to the assets of the company in discharge of his liabill^, and shall be 
contributories accmdingly. 

(2) If the legal representatives make default In paying any money ordered to be paid 
by them, proceedings may be taken for administering the estate of the deceased 
contributory and compelling payment out of the money due. 

(5) For the purposes of this secdon, wb^ the deceased contributory was a member 
of a Hhuhi joint family governed by the Mltakshara Sdiool of Hindu Law, bis legal 
rep r os e ntatives shall be demied to include the surviving coparceners. 

287. If a contributory is adjudged insolvent, eltho' before ct after he has been 
qualified as such— 

(a) his assignees in inscdvcocy shall represent him f<» all the purposes of the 
winding up, and shall be contributes acootigly, and may be called on to admit to 
proof against the estate of the insolvent, or othowlsc to allow to be paid out of his 
assets in due course of law, any money due from the insolvent in reiqiect of Us 
liability to cemtribute to the assets of the company; and 

0) (here may be proved against the estate of the insolvent the esthnated value of 
bis liability to future calls os well os calls already made. 

288. If a body corpemte wUch is a contributcry is ordered to be wound up, cither 
before or after it has bem placed dn the list of cmitributories— 

(a) the Liquidator of die Ixxty corporate shall t^ncsent it for all the purposes oi 
the winding iq> of the company and shall be a contributcry acccrdlngly, and hmee 
may be colled upon to admit to proof against the assets of the body coipMatc, at 
odKtwise to allow to be paid out of its assets in due course of law, toy tooocy due 
from the body corporate in respect of its liability to contribute to the assets aS the 
company; and 

0) than may be proved against the assets of the body corporate the estimated 
value of its liaUlity to future calls as well os calls alrcacfy made. 

CHAPTER II 

Winding up by the court 

289. A company may be wound iqi by the Court— 

(a) if the company has a paid-up share capital of tm crete rupees or more and has, 
by a special resolution, resolved that the company be wound up by the Court; 
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1 of 1986. 


51 of 1993. 


(£>) If the number of members is reduced, in the case of a public oompany, below 
seven, and in the case of a private company, below two; 

(c) if the oompany is unaUe to pay its debts as defined In section 290; 

id) if the conqiany is recommended for winding up by the Board tot Industriai and 
Fln^ial Re-constnictioa or the Appcliatc Authority for Industrial ami F inancial 
Reconstruction under die Sick Indusdiol Companies (Special Provisknis) Act, 1985; 

(e) if the Court is of opinion that it is just and equitable that the company should 
be wound iqi. 

290. A company "hall be deemed to be unable to pay its debts— 

(a) if a creditor, by assignment or otherwise, to whom the company is indriited In 
a sum exceeding five lakh rupees then due, has served on the company, by causing 
it to be deliveted at its registered office, by registered post or otherwise, a demand 
under his hand requiring the company to pay the sum so due and the cmiqiany has 
for thirty days thercafter neglected to pay tl^ sum, (» to secure or oompor^ for it 
to the reasonable satisfaction of the creditor; 

(b) if execution or other process issued on a decree or cuder of any Court or any 
Debt Recovoy Tribunal cw its Afqicllate Tribunal undo* the Recovery of Debts Due 
to Banks and Financial Institutions Act, 1993 in favour of a creditor of the company 
is returned unsatisfied in whole or in part; or 

(c) if it is proved to the satisfaction of the Court that the oompany is unaUe to 
pay its debts, and, in determining whedier a company is unaMc to pay its debts, the 
Court shall take Into account the oootingont and prospective liaUlities of the oompany. 

291. (1) A petition to the Court for winding up of a coaqrany shall be presented, 
subject to the provisiaas of section 286, section 287 and this secdon— 

(a) by the company subject to sub-scctian (2); or 

(h) by any creditor or creditors, including any oondogent or pro^)eotive cteditm or 
cra^tors, secured creditors or otherwise; holders of dm company’s debrartures or dielr 
trustee; or 

(c) by any contributory or ocmtributorics subject to sub-section (3); or 

(d) by ail or any of the parties specified in clauses (a), (b) and (c), udiether 
togedm or separate^; or 

(e) by the Registrar subject to sub-sectiem (5); or 

(/) by any person authorised by the Coitral Government in any case falling under 
section 199. 

(2) A company shall not present a pefition for winding up under this section unless 
it is acconq>ani^ by a statement of affairs of the company in the form and manner 
prescribed unda clause (/) of section 307. 
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(3) A contributory shall not be entitled to present a petition for winding tqi a 
cmiqraiqr unless— 
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(a) eilha: the number of members is reduced, in the case of a public company, 
below seven, and, in the case of a private company, below two; or. 

(b) half the number mote of die idiares in respect of which bo Is a contributory, 
whether eitb^ originally allotted to him and registered in his name, for at least six 
months during the elghterm months immediately before the commencement of the 
winding up, or have devolved on him through the death of a former holder. 

(4) Hw leave of the Court shall be obtained before admitting a petition for winding 
up of a company by any contingent at prospective creditor, and such leave shall not be 
granted,— 

(a) unless, in the opinion of the Court, there is a prima facie case for winding up 
of the company; 

(b) until such security for cost has been given as the Court thinks reasonable. 

(5) Except in the case where he is authorised in pursuance of clause (f) of sub¬ 
section (J), the Registrar shall be entitled to present a petition for winding up of a 
company only on the grounds specified in clauses (ft) and (c) of section 289: 

Provided that the Registrar shall not present a petition on the ground specified in 
clause (c) of section 289 unless it appears to him cither from the financial condition of 
the company as disclosed in its balance sheet, or from the report of a special auditor 
appointed under section 412 or an inspector appointed under section 192 or section 193 
t^t the company is unable to pay its debts: 

Provided further that the Registrar shall obtain jwevious sanction of the Central 
Government to the presentation of the petition on any of the grounds aforesaid, and that 
the Central Government will not accord its sanction unless the company has been first 
afforded an opportunity of making its representation to the Registrar, if any. 

292. (J) Where a company is being wound up voluntarily, a petition for its winding 
up by the Court may be presented by— 

(a) any person authorised to do so under section 291 subject to the provisions of 
that section; or 

(ft) the Company Liquidator. 

(2) The Court shall not make a winding up order on a petition presented to it under 
sub-section (7), unless it is satisfied that the voluntary winding up caimot be continued 
with due regard to the interests of the creditors or contributories or both. 


293. (7) From the date of commencement of this Act, "Court" for the purpcees of 
winding up of a company shall rnran the High Court having jurisdiction in the State in 
which the registered office of the c«npany is situated. 

(2) The winding up proceedings of a company pending in the District Courts or 
sub^inate Courts on the date of ccanmenccment of this Act shall be transferred to the 
High Court. 

(3) The Central Government may, at any time after such commencement, by 
notification, specify that the powers of the Court for the purposes of winding up of a 
company shall be exercised by the Tribunal on and from the date specified in the 
notification: 
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Provided flmr the winding up proceedings of companies pending in the High Courts 
on the dates specified in notifleation shall be transferred to the Tribunal. 

294. (1) Where, before the presentation of a petition for the winding iq> of a company 
by the Court, a resolution has been passed by the company fot voluntary winding up, 
the winding up of the company shall be deemed to have commenced at the time of the 
passing of the resolution, and unless the Court, on proof of fiaud at mistake, thinks fit 
to direct otherwise, all proceedings taken in the voluntary winding up shall be deemed 
to have been validly taken. 

(2) In any other case, the winding up of a company by the Court shall be deemed to 
commence at the time of the presentation of the petition for the winding up. 

295. (7) On hearing a winding up petition, the Court may— 

(a) Hinni<nH it, with or without costs; or 

(b) adjourn the hearing conditionally or unconditionally; or 

(c) make any interim order that it thinks fit; or 

(d) tnnlfn an otdcr for winding up of the cmnpany with or without costs, or any 
other order tlmt it thinks fin 

Provided that the Court shall not refuse to make a winding up etder on the ground 
only that the assets of the company have been mortgaged to an amount equal to or in 
excess of those assets, or that Ae company has no assets. 

(2) Any adjournment under clause (b) of sub-section (7) shall not be more than fifteen 
worldng days from the date of adjournment. 

(3) Where the petition is presented on the ground that it is just and equitable dwt die 
company should be wound up, the Court may refuse to make an otdcr of winding up, 
if it is of opinion that some other remedy is available to the pedtioners and that they 
arc acting unreasonably in seeking to have the company wound up Instead of pursuing 
that other remedy: 

Provided that the Court shall give reasons for forming such an opinion. 

(4) Where the Court, on a petition presented by any creditor, contributory or the 
Company Liquidator, considers it just and reasonable that the winding up order is 
revoked, it may do so, subject to such directions as may be deemed necessary, after 
giving an opportunity of hearing to the petitioner in winding up petition. 

296. At any time after the presentation of a winding up petition and before a winding 
up order has been made, the company, or any creditor or contributory, may,— 

(a) where any suit or proceeding against the company is pending in the Supreme 
Court or in any High Court, apply to the Court in which the suit or proceeding b 
pending for a stay of proceedings therein; and 

(b) where any suit or proceeding b pending against the company in any other 
Court, apply to the appro{ffiate bench of Court, having jurisdiction to wind up the 
company, to restrain further proceedings in the suit or proceedings, 

and the Court to which application b so made may stay or restrain the proceedings 
accordingly, on such terms as it thinks fit: 


ISCft/RS/F—22-A 
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Provided that there can be no stay of proceeding of any suit instituted by any secured 
creditor cither before the presentation of a winding up petition or diereafter but before 
a winding up order has bem made. 

Company Liquidator 

297. (1) For the purposes of this Act, so far as it relates to the winding up of a 
company by the Court, there shall be a Company Liquidator who— 

(a) may be appointed from a panel of professional firms of chartered accountants, 
advocates, company secretaries, costs works accountants or firms having a 
combinad^ of these disciplines, which the Central Oovemment shall constitute for 
each of the High Courts; or 

(b) may be a body cotpexate consisting of such professionals as may be approved 
by the Cmtral Oovemment fiom time to time; or 

(c) may be a whole-time or a part-time officer appointed by the Central 
Oovemment: 

Provided that prior to finalising the appointment of the Company Liquidator, the Court 
may ^vc due regard to die views or opinion of the secured creditors. 

(2) The terms and conditions for the appointment of the Company Liquidator and die 
ranuneration payable to him shall be— 

(a) jqiprovcd by the Court for those covered by clauses (a) and (b) of sub-secdon 

(1) , subject to a tnAximum remuneradon of five per cent, on the realisadon of sale of 
assets; 

(b) ^proved by the Central Oovemment for those coveted by clause (c) of sub- 
secdon (1) on the lines specified in the rules made by the Centid Ooveamment. 

(5) Where the Compiany Liquidator is an officer appointed by the Central Oovemment 
under clause (c) of sub-section (i), the Central Oovemment may also appoint, if 
considered necessary, one or mote Deputy Company Liquidators or Assistant Company 
Liquidators to assist the Company Liquidator in the discharge of bis funedons, and the 
terms and condidons for the appointment of such Company Liquidator and the 
temuneradon payable to him shall, also be specified in the rules made by the Central 
Oovemment time to time. 

(4) All references to the Company Liquidator in this Act shall be constmed os 
reference to the Company Liquidator specified in sub-section (i), or to the Deputy 
Company Liquidate* or Assistant Company Liquidator referred to in sub-section (5). 

298. (J) On a winding up order being made in respect of a company, the Company 
Liquidator shall become the liquidator of such company. 

(2) A liquidator appointed under sub-section (i) for a company shall be described as 
the "Company Liquidator" of the particular company in respect of which the 
appointment has be^ made. 

299. (J) At any time after the presentation of a winding up pedtwm and before the 
making of a winding up order, the Court may appoint the Company Liquidator to be 
liquidator ptovisioUially. 
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(2) Whcsc a provisional Liquidatof is appointed by the Court, the Court may Umit and 
restrict his powoB by the order appointing him or by a subsequent ocdci, but otherwise 
he sbali have the same powers as a liquidator. 

(J) On a winding up order being made, the ptovislonai liquidator shall cease to hold 
office as such, and shall become the liquidator, an<Hlqtidatcr*s appointment shall relate 
back to the Hntr. of his appointment as provisional liquidator of the company. 

300. (1) The liquidator shall conduct the |»ocecdings in winding up the company and 
perform such duties in reference thereto as the Court may impose. 

(2) Where the Company Liquidator becomes or acts as Liquidator, the fee or 
remuneration payable under sub-section (2) of section 297 shall bo treated as a flist 
charge on the realisation of the sale of assets of the company, and shall be paid to flic 
liquidator or to the Central Government, as the case may be. 

301. A receiver «b«H not be appointed in respect of assets In the hands of a 
Liquidator except by, or with flie leave of, the Court 


302. (i) The Liquidator on winding up by the Court shall have following power 
with the sanction of the Court,—• 

(a) to take into his custody or under his control such property, assets, actionable 
and books of account, to which the emnpany is cmtitled to or appears to be 

aitltled to, witlrb a paiod of twenty days from the date of winding up order: 

Provided that flic Liquidator or Provisional liquidator may request the Chief 
Piesideticy Maglsfrate or District Magistrate, as the case may be, within whose 
juri^ction such property, assets, actionable claims and books of account of the 
company may bo found for assistance in taking possession of the ptoperty, assets, 
actionable claims, books of account and the Chief Presidency Nfagiatrate or the 
District Magistrate may, after giving reasonable opportunity of being beard to the 
concerned parties, take possession of such property, effects, actionable claims or books 
of account Hud deliver possession thereof to the Liquidator or the Provisional 
Liquidator; 

(b) to appoint, as the case may be, valuer, Chartered Surveyor or a Chartered 
Accountant to value the company’s assets within fifteen days after taking into custody 
of prt^rty, asset, actionable claim or books of account refrared to in sub-clause (a), 
subject to such terms and conditions specified in the winding up order, 

(c) to give an advertisement inviting bids for sale of assets of the company within 
fifteen days fiom the date of receiving valuation report from the valuer. Chattered 
Surveyor, Chartered Accountant referred to in clause (b). 

(2) Any bidder shall deposit the bid with Liquidator or Provisional Liquidator, as the 
case may be, within fcwty-flve days from the date of advertisement and the Liquidator 
or Provisional Liquidator shall permit inspection of property and assets refored to in 
sub-clause (a) of sub-section (i) for five days before closii^ date of the bid: 

Provided that such Hd may be withdrawn within three days before the last day of 
closing the bid. 
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(5) Hie advcrtiacmcnt tefemsd to in clause (c) of sub-section (i) shall (xmtain the 
following details, namely:— 

(0 the name of the company, address of its registered office, addresses of its 
branches, factories and plants, if any, and the address where the assets may be 
inspected; 

(if) die last date for submitting bids, which shall not normally exceed ninety days 
from ibe date of the adverdacment; 

(Hi) the time during which the premises of the company arc open for inspection, 
which shall be normally permitted upto five days before the last date of submitting 
scaled bids; 

(iv) the last date f(» withdrawing any bid which may be extended upto three days 
before the last date of submitting sealed bids; 

(v) the financial guarantee which shall be one-half of the value of the bid; 

(vi) validity period of the bids, which shall normally not exceed ninety days from 
the last date of submitting bids; 

(viO the place and date for public opening of the bids; 

(viii) any other terms and conditions of sale by bids. 

(4) Where the Court has made a winding up order and appointed the Offidal 
liquidator or Provisional Liquidator, as the case may be, there shall be made out and 
submitted to such Liquidator a statement by the Director, Manager, Secretary or the 
Chief Accounts Officer of the company or by such othtt persona as the Official 
Liquidator may require, within twenty-one days, to submit a statement duly verified by 
an Affidavit i^icatittg therein the following particulars, namely;— 

(0 the assets of the company, indicating separately the cash and bank balance, and 
negotiable securities held by the company and such other assets as may be prescribed; 

(ii) its debts and liabilities; 

(Hi) the names and addresses of the creditors, indicating separately the amount of 
secured and unsecured debts, their value and dates on which they were given; 

(iv) the debts due to the company and the names and address of the persons from 
whom such debts arc due, and the amount likely to be realised in respect of such 
debts; 

(v) any other information which may be prescribed. 

(5) The costs, if any, in preparing any statement or furnishing any infortnation 
required under sub-section (3) may be paid by the Liquidatev and, if so, such cost shall 
be treated as first charge on the sale poceeds of the assets of the company. 

(d) Where the Director, Managing Director, Manager, Secretary or Chief Accounts 
Officer of the company or such of the persons referred to in sub-section (3) fail to 
furnish the statement of affairs of the company required under sub-section (3) and 
information in ccmnection therewith, every officer who is in default shall be liable to a 
fine upto mpecs one thousand per day for the delay upto five working days and 
thereafter the fine shall increase by one thousand rupees per day for every day upto 
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twenty-five days. 

(7) If the diiectot, managing dircctar, manager, sccrctaty or Chief Accounts Officer 
or such of the persons referred to in sub-section (5) fail to furnish the statement or 
information required under sub-section (3) within twenty-five days, every such officer 
in default Hbnll be punishable wlfli imprisonment which may extend to two years or 
with fine or with both. 

(8) Without prejudice to the powos of the Liquidators specified in sub-sections (I) to 
(6), the Liquidates in a winding up by the Court shall have pow« with sanction of the 
Court,— 


(a) to institute or defend any suit, prosecution, or otho- legal proceeding, civil or 
criminal, in the name and on behalf of the. company; 

(b) to carry on the business of the company so far as may be necessary for the 
beneficial winding iq> of the company; 

(c) to sell the immovable and movable property and actirmable claims of the 
company by public auction or private contract, with power to transfer the whole 
thereof to any person or body corporate, or to sell the same in parcels; 

(d) to raise on the security of the assets of the company any money requisite; 

(e) to sell the company or any of its imdcrtakings or divisions as a going concran; 

(/) to search for and seize books and papers of the company; 

(g) to do all such otho' things as may be necessary fc* winding up the affairs of 
the company and dbtributing its assets. 

(P) The Liqudiator in a winding up by the Court shall have powot— 

(i) to do all acts and to execute, in the name and on behalf of fire company, all 
det^, receipts and other documents, and for that purpose to use, when treccssary, the 
company's seal; 

(ii) to inspect the records and returns of the company on the files of the Registrar 
without payment of any fee; 

(Hi) to prove, tank and claim in the solvency of any contributory, for any balance 
against his estate, and to receive dividends in the insolvency, in respect of that 
balance, as a separate debt due from the insolvent, and rateably with the other 
separate creditors; 

(iv) to draw, accept, make and endorse any bill of exchange, huruU or promissory 
note in the name and on behalf of the company, with the same effect with reflect to 
the liability of the company as if the bill, hundi at promissory note bad berm drawn, 
accepted, made or endots^ by c* on behalf of the company in the course of its 
business; 

(v) to tqlfe out, in Ids official name, letters of administration to any deceased 
contributory, and to do in his official name and any other act necessary for obtaining 
payment of any money due from a contributory or his estate which cannot be 
conveniently done in the name of the company, and in all sudi cases, the money due 
sbqll^ for the purpose of enabling the liquidator to take out the letters of 
admhiistration or recover the money, be deemed to be due to the liquidator himself: 
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Provided that nothing herein empowered shall be deemed to affect the rights, duties 
and privileges of any Administratot-Oeneral; 

(vi) to {q>p(wt an agent to do any business which the liquidator is imable to do 
himself; 

(vii) to summon meetings of creditors or contributories for the purpose at 
ascertaining facts, resolving disputes and facilitating the process of winding up, 

(10) Notwithstanding anything contained in this section, die Court may, by ordo-, 
provide that the powers referred to in sub-section (1) may be exercised by the 
Liquidator without the sanction or intervention of the Court, subject to the provision that 
the exercise of such powers by the Liquidator shall be subject to the ccdtrol of the 
Court 

303. Notwithstanding anything in the Limitadon Act, 1963 or in any other law for the 9 of 1963. 
time being in force, in computing the period of limitation prescribed for any suit or 
applicadon in the name and on behalf of a company which is being wound up by the 

Court, the poiod from the date of commencement of the winding of the company 
to the date on which the winding up order is made (both inclusive) and a period of one 
year immediately following the date of the winding up mder shall be excluded. 

304. The Liquidator may, with the sanction of the Court, appoint an advocate, 
attorney or pleader endded to appear before the Court to assist him in the performance 
of his duties. 


305. In case the Liquidator is an officer of the Central Oovermnent,— 

(a) the Central Oovemment shall take cognizance of the conduct of such 
Llt^datms of companies which arc being wound up by the Court, and, if such a 
Liquidator does not faithfully perform his duties and duly observe all the requirements 

imposed on him by this Act or by the Companies Act, 1956, the rules thereunder, or i of 1956. 
otherwise, with respect to the performance ^ his duties, or if any complaint is made 
to the Central Government by any creditor or contributory in regard thraeto, the 
Central Government shall inquire into the matter, and take such action thereon as it 
may think expedient; 

(b) the Central Oovemment may at any time require any such Liquidator of a 
company which is being wound up by the Court to answer any inquiry in relation to 
any winding up in which he is engaged, and may, if the Central Oovemmmt t hink s 
fit, apply to the Court to examine him or any other person on oath concerning the 
winding up; 

(c) the Central Oovemment may also direct a local investigation to be made of the 
books and vouchers of such liquidators. 

306. Where the Uquidators arc not officers of the Central Government, the contiol 
exercisable by the Central Oovenunent under section 305 shall be exercised by the 
Court 
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Winding up order 

307. In the winding up order of a company, the Court shall also— 

(u) give the name of the Company liquidator appointed by it and the terms and 
conditions of his appointment and the rcmuncrarion or fee payable to such liquidator, 

(b) specify the terms and conditions of appointment of valuer, efattrioed surveyor 
or chaitoed accountant to value the company's assets within such^ period not 
exceeding fifteen days after taking custody or control of all {xopertieds, efibet, books 
of account or other actionable claims to which the company is, or appears to be 
entitled to, as may be specified in the order which shall not be after fifteoi wbtking 
days fiom the date of such custody or control. 

308. Concurrently, with the issue of the advertisement fc» sale in clause (c) of section 
302, the Company liquidator shall issue another advertisement in two nadanal dally 
newspapers and an appropriate regional daily newspaper, which shall state that, a 
winding up otdor has b^n passed on the company and shall Invite creditors to submit 
to the Company liquidator their proof of claii^, and the last date fm- such submission 
which shall normally be sixty days from the date of the advertlscinent, after which no 
further claims shall be entertained. 

309. (1) A report or reports on the estimated value of the various assets of and claims 
due to the company shall be submitted by the Company Liquidator to the Court within 
a period not exceeding sixty days from the date on which he took possession or custody 
of the properties, assets and books of the company; and such a report or reports nhiill 
be confidential, and only be available to the Company liquidator or the Court, arsl «hn11 
form the basis for fixing reserve price for such assets and claims fm the purpose of 
the sealed bid auetkm. 

(2) In addition to the requirement in sub-section (i), the Compatry liquidator shall 
prepare and submit to the Court, within a period not exceeding forty-five days from the 
date of possession or custody of the company’s assets, properties a^ books of account, 
a provisional financial statement of the company, which shall contain, amongst other 
things,— 

(a) the amount capital Issued, subscribed and paid-up; 

(b) the estimated value of assets, giving separately particulats of— 

(0 cash and negotiable securities, 

(ii) debts due from contributories, 

(Hi) debts due to the company and the names and addresses of the persons from 

whom they are due, and the amount likely to be realised on this accoimt, 

(rv) movable and immovable properties belonging to the company, and 

(v) unpaid calls; 

(c) the estimated value of the liabilities, giving separately pardculats of— 

(0 secured debt of the company and the nature and value of the securities in 

roqrect of such debt. 
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(it) unsecured debt of the company, and 

(lit) other liabilities, including prospective, contingent and contested liabilities. 

(5) The report under sub-section (2) or any subsequ^t report may contain the (pinion 
of the Company Liquidator as to whether any fraud was committed by any person 
during the promotion of the company cv in its course of business or any other matter 
which he considers expedient to bring to the notice of the Court; and if the Company 
Liquidator states in any report that in his r^inion fraud has been connffitted, the Court 
shall have powers to order public examination of the concerned persons under sccticMi 
322: 

Provided that such a procedure of public examination under section 322 docs not 
interfne with the time-bound process of sale of assets. 

310. (J) Ihc Company Liquidator shall keep, in the matmer prescribed, proper books 
in which he shall cause entries or minutes to be made of proceeding at meetings and 
of such other matters as may be prescribed, and he shall, at such times as may be 
prescribed but not less than twice a year, present to the Court, in prescribed form, an 
accoimt of his receipts and expenses as Liquidator. 

(2) Any creditor or contributory may, subject to the control of the Court inspect such 
books personally or by his agent 

311. Subject to the provisions of section 302, the {wocodurc for conducting a sealed- 
bid auction for the sale of assets of the company which is being wound up shall be as 
follows, namely:— 

(a) The bids shall be opened on the day and at the place specified in the 
advotisement, be sorted and ranked according to the type of asset that has been bid 
for, with bids for purchasing all assets ‘as a whole being treated as a single class of 
assets; 

(b) The bids which are less than the reserved value of the assets as estimated in 
the valuation report or reports shall be rejected; 

(c) Subject to clause (b), if the highest bid for purchasing all the assets and claims 
of the company as a whole exceeds or is equal to the sum of the highest bid among 
the bids for the parts, then the assets and claims of the company shall be sold as a 
whole to the highest ladder, 

(d) Subject to clause (b), if clause (c) docs not bold, then the assets of the 
company shall be sold in part to the highest bidder for each type of asset; 

(e) If all bids for any type of assets arc less than its reserve price, then such assets 
shall be sold through public auction; 

(J) The payment for the winning bids shall be deposited either with the Liquidator 
or to a specified account in a scheduled bank (a the Reserve Bank of India as 
notified by the Liquidator within ten days from the date of conclusion of the auction; 

(s) Failing to abide by the condition in clause (f) above shall cause the Liquidator 
to enforce the guarantee which accompanied the scaled bid as in section 307, and 
shall cause the Liquidator to offer to sell such assets to their immediately highest 
bidder at that bidder's price; 

(h) There shall be no rc-advertlscmcnt and re-auction, unless the Court has reason 
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to believe that thete was either oiis-statemeats in the advcitlscineat or tha* the 
procedures laid down under the Act were not followed. 


512. Upon completion of sale of assets and upon the proof of payment by the buyer, 
the Court shall confer on such buyer by virtue of the order of sanction by the Court or 
by any other lawful prooeas, appropriate legal ownership rights by transferring such 
rights and documents therefore, including tenancy, unenemnbered by any liability 
incurred by the company in winding up. 
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General powers of Court in case of winding up by Court 

313. (I) The Court may at any time after making a winding up rxdcr, on the 
application either of the Company Liquidator or of any creditor or conttibutoty, and mi 
proof to the sadsfactirm of die dourt that all proceedings in relatiaii to the wiriding up 
ought to be stayed, make an order staying the proceedings, either altogether or for a 
limited time, on such terms and conditions as the Court thtnlm fit. 

(2) A copy of every order made under this section shall forthwith be forwarded by 
the cmnpany, or othowisc as may be prescribed, to the Registrar, who whiill timWi- a 
minute of the oida in his books relating to the company. 

314. (I) As soon as may be after making a winding up order, the Com pan y 
Liquidator shall settle a list of contributories, and distinguish between those who ate 
contributories in their own tight and those who are reptesentatives of, or liable fer the 
debts of, others, with power to rectify the register of members in all cases where 
rcctiflcadon is requited in pursuance of this Aet, and shall cause the assets of the 
company to be collected and applied in discharge of its liabilities: 

Provided that, where it appears to the Court that it shall not be necessary to m«W- 
calk on, or adjust the ri^ts of, contributories, the Court may di^Kose with the 
settlcmoit of a list of contributories. 

(2) In case of any dispute or objection, the aggrieved person may file an appeal in the 
Court within the prescribed period and the Court may pass atptopriate order after 
hearing the parties. 

315. The Court may, at any time after making a winding up order, requite any 
contributory for the time being on the list of contributories, and any trustee, receiver, 
banker, agent, officer or other employee of the company, to pay, deliver, sunenda or 
transfer forthwith, or within such time as the Court directs, to the liquidates, any 
money, preperty or books and papers In his custody or undo' his control to which the 
company is prima facie crititled. 

316. (7) The Court may, at any time after makin g a winding up ordCT, malm an mder 
on any contributory for the time being on the list of contributories to pay, in the 
matmer directed by the order, any money due to the company, from him or from the 
estate of the person whom he represents, exclusive of any money payable by him at the 
estate by virtue of any call in pursuance of this Act. 

(2) The Court, in making such an order, may,— 

(a) in the case of an unlimited rxxnpany, allow to the contributory, by way at set¬ 
off, any money due to him or to the estate which he rc|MesentB, frtm the company, 

on any independent dealing or contract with the company, but not any money due to 
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him as a member of the company in respect of any dividend ot profit; nnH 

(ft) in the ease of a limited* company, make to any directm' or nmtmger whose 

Uabili^ is unlimited, or to bis estate, the like allowance. 

(3) Whore all the creditors have been paid In ftill, any money due cn any account 
whatever to a contributory from Ihc company may be allowed to him by way of set¬ 
off against any subsequent call. 

317, (I) The Court may, at any dme after making a winding order, mnke mj order 
for payment of any calls on all or any of the cmitributories on the list of crmtributorics, 
to the extend of their liability, for payment of any money which the Court considers 
necessary to satisfy the debts and liabilities of the company, and the coats, charges and 
expenses of winding iqi, and for the a(yu8tment of die rights of the 

among duanselvea. 

(2) An ordo- so made by the Court m a contributory shall be, sul^ect to any rig ht of 
appeal, conchiaive evldtnco that the money, if any, thereby appearing to be due ctf 
ordeted to be paid is due, and other pertinent matters stated in the order shall be taken 
to be truly stated as against all petsems and in all proceedings. 

318, (1) The court may order any contributory, purchaser or other persotn from whom 
any money is due to the company to pay the money Into the public account of India in 
the Reserve Bank of hidia or a specific eactow «» no-licn account in any aAhndnlnfl 
bank instead of to the Liquidate. 

(2) Any such order may be enforced in the same manner as if the Court had directed 
payment to the liquidator. 

(3) All such money (including bills, hundis, notes and o*er aecurifrcb) paid or 
delivered into the Reaove Bank of India or a specified escrow c* no*lien account of 
any scheduled oaumcicial bank to the course of the winding up of a company by the 
Court, shall be subject to all re^xets to the orders of the Court. 

319, The Court shall adjust the tights of the cctUributmies amemg tbemaelvea, a«<d 
distribute any sutplus among the persoas «ititlcd themto. 


320, The Court may, to the event of die assets being insufficient to satiafy the 
Uabilides, make an order for the payment out erf* the a»eb, of the coals, and 

expenses incurred to die winding tp, to such order of priority inter se as the Court 
thinks just. 

^21, (7) The Court may, at any dme after the cppolntment of a Provisioiial Liquidator 
or the making of a winding ip mdet sununem before it any officer of die ccanpany or 
pemon known or suspected to have to his possession any property w books or pnp**"^ 
of the company, or known or suspected to be indebted to the cmiqiany, or any person 
whom die Court deems capable of giving tofonnadon otmcenitog the promotion, 
formation, trade, dealings, |*opcrty, books or papers, or affairs of the company. 

(2) The Court may examine any officer or penum so summotied on oalh comwnlwg 
matters aforesaid, either by word of moudi or on written intcrtogatorics; and may, to 
the former case, reduce his answets to writing and requite him to sign »1 k*ii 

(i) If aray officer or poson so summoned, after being paid or tendoed a reasonable 
sum for his expenses, falls to appear before the Court at the time appointed, the Court 
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may cause hitn to be ap|ffebcndcd and brought before the Court for cxamlnatioiL 

If, on his examinatioa, any officer or person so sunmuHied admits that he Is 
in^bted to the company, the Court may order him to pay to the Provisional Liquidabv 
or, as the case may be, the liquidator, at such time and in such marmer as to die Court 
may seem just, the amount by whkh he is indebted, eitha in full or in part, with or 
without costs of the examination. 

(J) If, on his examinadon, any such offica or person admits that he has in his 
possession any pre^tty belonging to the company, the Court may order him to deliver 
to the Provisional Liquidator or, as the case may be, the Liquidator, that propetty or 
any part thereof, at such time, in such manner a^ cm such terms as to the Court may 
seem just. 

(6) Ordets made imder sub-sccdons (4) and (5) shall be executed in the same manner 
as decrees for the payment of money or for the delivery of property under the Code of 
5 of 1908. Civil Procedure, 1908, respectively. 

322. (J) When an order has been made for winding up a company by the Court, md 
the Cennpany liquidator has made a rtqmrt to the Court imder this Act, stating diat in 
his opinion a fraud has been committed by any poson in the promodon or fotmadon 
of the company, or by any officer of the company in tcladcm to the company since its 
fcamation, the Court may, after considering the report, direct that that person or officer 
shall attend before the Court on a day appoined by it for that purpose, and bo publicly 
examined on oath. 

(2) The Company Liquidator shall take part in the examinadon, and for that purpose 
may, if specialty authorised by the Court, in that behalf employ such legal assis^ce as 
may bo sanedoned by the Court. 

(S) Any creditor or contributory may also take part in the examinadon, either 
personally or by any advocate, attorney or pleaxlcr caadded to appear before the Court 

(4) A person ordered to be examined undc^ this secdon— 

(a) shall, before his examinadon, bo furnished at his own cost with a copy of the 
Company Liquidator's repext; and 

(b) may, at his own cost, employ an advocate, attorney or pleader emdded to 
appear before the Court, who shall be at liberty to put to him su^ quesdons as the 
c5ourt may deem just for the purpose of enabling him to explain or qualify any 
answers given by him. 

(5) Notes of the examination shall be taken down in writing, and shall be read over 
to or by, and signed by the person examined; and may therc^ter be used in evidence 
against him, and shall be open to the inspecdon of any credit^' or contributory at all 
reasonable times. 

323. At any time either before or after making a winding up order, the Court, on 
proof of probable cause for believing that a contributory is about to quit India or 
otherwise to abscond, or is about to remove or conceal any of his property, for the 
purpose of evading payment of calls or of avoiding examinadon of the affairs of the 
company, may cause— 

(a) the c(Hitributory to be arrested and safely kept until such time as the Court may 
order, and 
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(b) his books and papers and movable property to be seized and safely kept until 

such time as the Court may orda. 

324. Any powers conferred on the Court by this Act nhall be in addition to, and not 
in dcrogatian of, any existing powos of instituting proceedings against any contributory 
or debtor of the company, or the estate of any contributory or debtor, for the recovery 
of any call or other sums. 

325. (i) When the affairs of a company have been completely wound up, or when the 
Court is of the opinion that the Liquidator caimot proceed with the winding up of a 
company for want of binds and assets or for any other reason whatsoever, a*vt it is just 
and reasonable b the circumstances of the case that an order of dlssolutkm of the 
company should be made, be Court shall make an order that be cesnpany be dissolved 
bom be date of be order, and the company shall be dissolved acconlbgly. 

(2) A c<^ of be order shall, wlthb ten days of be date bereof be forwarded by be 
Liquidator to be Registrar, who shall make b his books a minute of be dissolution of 
be company. 

(S) If be Liquidator makes default b forwatxibg a copy as aforesaid, he «hnii be 
punishable wib fine which may extend to five hundred nqiccs for every day durbg 
which be default contbues. 

Enforcement of and appeal from orders 

326. (i) Any order made by a Court for, or b be course of, wbdbg up a company 
shall be enforceable at any place b India, ottber ban that over wWch such Court have 
jurisduedon by be Court wbeh would have had Jurisdiction b respect of be company 
if its registoed office had bear situate at such ober place, and m the same marmer b 
all respects as if the order had been madr by that Court. 

(2) Without prejudice to be provisions of sub-section (i), any recovray of debts found 
due to be company by an order or decision of be Court may, wib be leave trf tbs 
Court by wbch wbdbg up order is passed, be recovered by be Liquidator b be same 
manner as attcats of land revenue, and for bat purpose, be Liquidator may forward to 
be Collector, withb whose jurisdiction be property erf be person against wtx>m any 
o^r or decision of be Court has been made fa situated, a certificate under his 
signature specifybg be amount so due and be person by whom it is payable. 

327. Appeals from any order made, or decision given, b be matter of be wbdbg up 
of a company by be Court shall lie to be division bench of be snme Court. 


CHAPTER ffl 
VOLUNTARY WINDING UP 

Resolutions for, and commencement of, voluntary winding up 

328. (1) A company may be wound up voluntarily— 

(a) when the period, if any, fixed for be duration of be company by be articles 
has expired, ot be event, if any, has occurred, on be occurrence of wbch be articles 
provide that be company fa to be dissolved, and be company b general meeting 
passes a resolution requiring be company to be wound rqr voluntarily; 

(b) if be company passes a special resolution that the company bo wound up 
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voluntarily. 

(2) In thia Act, tfac expression "a tesohidoo for vohmtaty winding means a 
resolution passed under clause (a) w clause (b) of sub-section (i). 

329. (i) When a company has passed a leaolutlon for voluntary winding up, it shail, 
within ten working days of the passing of the tesohiticm, give nodcc of the tesohidon 
by advcrtiacmeiit in a national daily newspaper published in Rn gHsh and in the principal 
Wguage of the distriot In which ^c registered office of the company is situate. 

(2) If default is made in complying with sub-section (i), the emnpany, and every 
oflloer of the company who is in d^ault, shall be punishable with fine which may 
extend to five hundred rupees fer every day during which the default continues. 

Explanation.^Fot the purposes at this sub-soedon, a Liquidator of the company iibiill 
be deemed to be an offl^ of the cmiqMmy. 

330. (1) A voluntary winding up shall be deemed to commence from dre date when 
the tesoludon for voluntary winding up is passed. 

(2) In the case of. a voluntary winding up, the company shall, fresn the 
ccunmcncemcnt of the winding up, cease to carry on its business, except so far as may 
be required for the boieficial winding up of such business: 

Provided that the coporatc state and corporate powers of the company shall continue 
until it is dissolved. 


Declaration of solvency 

331. (1) Where it is proposed to wind up a company voluntarily, its directors, or in 
case the company has more than two directors, the majcxlty of the directors, may, at a 
meeting of die Board, make a deciaradon verifkid by an affidavit, to the effect that they 
have made a full Inquiry into the affairs of the company, and that, having done so, they 
have formed the opinion that the company has no debts, or that it will be able to pay 
its debts in f\iU within such period not exceeding two years from the commencemeut of 
the winding up as may be specified in the deciaradon. 

(2) A declaration mode as above t diall have no effect for the purposes of this Act, 
unless— 
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(a) it is made within the five weeks immediately preceding the date of the passing 
of the resoludon for winding up the company and is delivered to tfac Registrar for 
registradon befOTC that date; and 

(b) it is accompanied by a copy of the report of the auditors of the company 
(prepared, as far as circumstances admit, b accordance with the provisions of this 
Act) on the profit and loss account of the company for the period commendng from 
the date up to which the last such account was prepared and endbg with the latest 
practicable date immediately before the makbg of the declaration and the balance 
sheet of the company made out as on the last-mcnticmed date and embodied a 
statement of the company's assets and liabilities as at that date. 

(5) Any director of a company makbg a declaratimi under this section without having 
reasonable grounds for the opinion th^ the company will be able to pay its debts m full 
withb the period specified m the declaration, shall be punishable wib imprisonment for 
a term which may extend to one year, or with fine which may extend to fifty riiousHtid 
rupees, or with both. 
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(4) U the company is wound iqt in pursuance of a rraolution passed within the period 
of flye weeks after the maldng of the declaration, but its d^ls arc not paid or provided 
for in ftiU within the period speciflod in the declaration, it shall be presumed, until the 
contrary is abown, that the director did not have reasonable grounds for his opiniotL 

(5) A winding up in the case of vdiich a declaration has been made and delivered in 
aootndance with this section is in diis Act referred to as "a mcmb«B’ voluntary winding 
up"; and a winding tq> in the case a declaration has not been so made delivered in 
diis Act is referred to as "a cieditcKs* voluntary winding up". 

Provisions appUcabte to members' voluntary winding up 

332. (7) The company in general meeting shall— 

(fl) appoint one or more Liquidators ft# the purpose of winding up the affairs and 

distributing the assets of the company; and 

(h) fix the remuneration, if any, to be paid to the Liquidator or Liquidatota. 

(2) Any remuneradon so fixed shall not be increased in any circumstances without the 
sanedon of the Tribunal. 

(3) No Liquidator shail take charge of his office until his remuna^on as r .tq ii idnfnr 
is fixed as stated above. 

(O If a vacancy occurs by death, tesignadon <» otherwise in the office of any 
Liquidator appointed by the company, the ccanpany in a general meeting may, subject 
to any arrangement with its creditors, fill the vacancy. 

333. On die appointment of a Liquidator, all the powers of the Board and of the 
managing or whole-time directors and manager, if there be any of these, shall cease, 
except for the purpose of giving nodee of such appoinmurnt to the Registrar in 
pursuance of section 334 or in so far as the company in general meeting or the 
Liquidator may sanction the continuance thereof. 


334. (7) The company shall give notice to the Registrar of the appointment of a 
Liquidatex' or Liquidators made by it under section 332, of every vacancy occurring in 
the office of Liquidatex, and of the name of the Liquidmor or Liquidatois appointed to 
fill every such vacancy under sub-sccdom (4) of that section. 

(2) The above notice shall be given by the company within ten days of the event to 
which it relates. 

(3) If default is made in complying with sub-section (7) or sub-section (2), the 
company (including evoy liquidator tx continuing LiquldatcxX and every officer of the 
company who is in default shall be punishable with fine which may cxhmd to five 
hundred rupees for every day during which the default continues. 

335. ,(7) Where— 

(a) a company (in this section called "the transferor company") is proposed to be, 
or is in course of being, wound up altogether voluntarily; and 

(h) the whole or any part of its business or property is ixoposed to be transfexted 
or sold to another company, whether a company within the meaning of this Act or 
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not (in thla section called "flie tronsfcrec company"), 

the Liquidator of the ttanaferor company may. with the sanetkm of a qwoial icaohition 
of that company conferring on Liquidator either a general authority <* an authority in 
rcapect of any paitloular arrangemoit— 

(0 receive, by way of compensation or part compensatlcMi for the transfer or 
sale, aharca, policies, or other like interest in the transferee company, for 
diatribudon among the membets of dre transferor company; or 

(it) enter into any other arrangement whereby Jhe members of the transferee 
company may, in lieu of receiving cash, shares, polieies, or odier like interests or 
in addidon thereto, pardclpate in the pr^ts of, ot receive any other benefit from 
the transferee company. 

(2) Any sole or arrangement in pursuance of dds section shall be HltvUng on the 
members of the transferor company. 

(3) If any member or membets of the ttansferor company who did not vote in favour 
of the special resoludon and who. singly or coUccdvely own not less than ten per coit 
of the paid-up capital of ^ company expresses dissent theieftom in writing addressed 
to the Liquidator, which is left at the tegist^ed office of the conipany within seven 
days after the passing of the resolution, the Liquidator may either— 

(a) a hs t ain from oattyliig the lesoludon into effect; or 

(b) purchase the interest of the dlascntcts at a price to be determined by agreement, 
at by aibhration in die manner provided by diis scedem. 

If die Li quidate eloots to pimhase the interest of the dissenting memWn?, dm 
purobaae mcney shall be paid befote the company is diasohrod, and be ralsod by the 
Liquidator In such manner as may be dotmainod by a sneoial rcaohiti^ 

(5) The provisloaa of the Arbltratlaa and Conclllatlaa Act, 1996, other than diose 
restricting die applloatioo of that Act in respect of Hk 8ubJe6t-mattor of the arintradon, 
shall apply to all arbitration in pursuance of this seedem. 

336. (f) At any time after the commencenumt of winding up, if tim l J giiMn^nr is of 
q(dnion that the company will not be able to pay its debts in fiill -within the period 
stated in the declaration under section 331, or that period has expired without the debts 
having been ipaid in full, he shall forthwith summon a meeting of the (aedltms, and 
shall lay before the meeting a statement of the osseto and Ij aH H ties of die 
company. 

(2) If the liquidator falls to comply widi sub-secdon (7), he shall be punishable with 
fine whidi may extend to five thousanH rupees. 

337. (7) Sulycct to the provisions of secdon 339, in the event of the winding up 
continuing for mote than one year, the Ugirirfatcf ahail -.- 

(a) call a general meeting of the company at the end of the first year ftom the 
commencement of the winding up, and at the end of each succeetUng year, ot as soon 
thereafter as may be convenient within three months from the end of the year or mn-h 
longer period as the Central Qovemment may allow; and 

(fo) lay before the meeting an account of ^ acta aisl dealings and of the conduct 
of the winding up during the preceding year, togethw with a statonoit in the 
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prescribed form and containing the prescribed particulars with respect to the 
proceedings in, and position of, the Liquidation. 

(2) If the Liquidator falls to comply with sub-section (i), he shall be punishable, in 
respect of each failure, with fine which may exUmd to one thousand rupees. 

338. (7) Subject to the provisions of section 339, as soon as the affairs of the 
company are fiilly wound up, the Liquidator shall— 

(a) make up an account of the winding up, showing bow the winding up has been 
conducted and the property of the company has been disposed of; and 

(b) call a genial meeting of the company for the purpose of laying the account 
before it, and giving any explanation thereof. 

(2) The meeting shall be called by advertisement specifying the time, place and object 
of ihc meeting and published not less than one month before the meeting in a national 
dally newspapCT puUishcd in English and in the principal language of the district in 
which the registered office of the company is situated. 

(3) Within oat week after the meeting, the Liquidator shall send to the Registrar a 
copy of the account and shall make a return to him of the holding of the meeting and 
of date thneof; and if the copy is not so sent or the return is not so made, the 
Liquidator shall be punishable with fine which may extend to five hundred nqiccs for 
every day during which the default continues. 

(4) If a quorum is not jxesent at the above meeting, the Liquidator shall, in Ucu of 
the return referred to in sub-section (3) make a return that the meeting was duly called 
and that no quorum was present; and upon such a return being made within one week 
after the date fixed for the meeting, the ptovbion of sub-section (3) as to the maldng 
of the return shall be deemed to have been complied with. 

(5) The Registrar, on receiving the account and cither the return mmtloned in sub 
section (3) or the return mentioned in sub-section (^, shall forthwith register them. 

(<5) If the Liquidates' fails to call a general meeting of the company as required by 
this section, he shall be punishable with fine which may extend to five thousand rupees. 

339. Where section 336 has effect, sections 346 and 347 shall apply to the winding 
up, to the cxcliBiion of sections 337 and 338, as if the winding up were a creditors’ 
voluntary winding up and not a members' voluntary winding up: 

Provided that the liquidatcx' shall not be requited to call a meeting of creditors under 
section 337 at the end of the first year from the commcncemoit of the winding up, 
unless the meeting held under section 336 has been held mcae than three months beftwe 
the Old of that year. 

Provisions applicable to creditors’ voluntary winding up 

340. (7) The Company shall cause a meeting of the creditors of the company to be 
called for the day, or the day next following the day, on which there is to be held the 
general meeting of the company at which the resolution for voluntary winding up is to 
be proposed, and shall cause notices of the meeting of creditors to be sent by post to 
the cr^itors simultaneously with the sending of the notices of the meeting of the 
company. 

(2) The company shall cause notice of the meeting of the creditors to be advertised 
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«ico al least in a national daily newspaper published in En g li s h and in the principal 
language of the district in which the registered <rffloe of flic oompony is situated. 

(5) The Board of the company shall; 

(a) cause a ftiU statement of the positioti of the oompany's aflalrs together with a 
list of the oteditoni of the conytany and flic cstiinated amount of flioit claims to be 
laid before die meeting of the ciediton to be held as af(»csald; and 

(fe) appoint one of their member to {nesidc at the said m(»tipg. 

(4) It wbull be the duty of the rUrector appointed to preside at the meeting of cteditoa 
to attend the meeting and preside. 

(J) If default is made— 

(a) by the conqiany, in comidying with sub-sections (i) and (2); 

(b) by its Board, in complying with sub-secticai (5); 

(c) by any director of the company, in con^tylng with sub-seclloo (4), 

the company, each <rf the directors, or the director, as the case may be, shall be 
punishable with fine which may exUmd to ten thousand rupees and, in flw case of 
default by the company, every officer of the company who is in default, shall be liable 
to similar punishment 

341. (J) Notice of any resolutiaa passed at a croditc*s’ meeting in pursuance of 
section 340 shall be given by the company to the Registrar within ton days of the date 
of passing of the resolution. 

(2) If default is made in complying with sub-section (J), the company, and cveay 
officer of the company who is in default, shall be punishable with fine which may 
extend to five hundred rupees for every day during which the default continues; and, for 
flic purpose of this section, a Liquidator of the company shall be deemed to be an 
officer of the conqamy. 

342. (J) The creditots and the company at their respective meetings mentioned in 
aecdoi 340 may nominate a pason to be Liquidator for the purpose of winding tite 
affairs and distributing the assets of the company. 

(2) If the creditors and the conqwny tiomiuate different posons the person no min a t ed 
by ^e company shall be Liquidator, 

(5) If no person is nominated by the creditors, the person, if any, nominalcd by the 
company shall be Liquidator. 

(4) If no pcrsmi is nominated by the company, the person, if any, nominated by the 
orators shall be Liquidator. 

(5) If a vacancy occurs by death, resignation or otherwise, in the office of a 
Uquidator (othoT than a Liquidator appointed by, tw by the direction of tiic Tribunal), 
the credltotB in a general meeting, may fill the vacancy. 

343. The creditots may fix the remuneration to be paid to the Liquidator or 
liqitidators. 


Notice of 
resolutions 
passed by 
creditots’ 
meeting to 
be given to 
Registrar. 


Appointr 
ment of 
Liquidator. 


Hxtng of 

Llquidatoa* 

leoMiiiendioa. 


»»/I»/F-23-A 



218 


THE GAZETTE OF INDIA EXTRAORDINARY 


[Part II— 


Boatd’s 
powcra to 
cease on 
a{^int- 
nicnt of 
Liquidator. 

Application 
of section 
335 to a 
ctedllots’ 
vcduntaty 
winding up. 

Liquidator 
(o call 
meetings of 
company 
and of 
ctedlfans 
at end of 
each year. 


Pinal 

meeting and 
dissoluticm. 


344. On the appointment of a Liquidator, aU. the powers of the Board ali«11 cease, 
except in so for as the oreditmn in a general meeting may sanction the ctmtinuance 
thereof. 


345. Hie provisions of section 335 shall ^q)Iy in the case of a creditms' voluntary 
winding up as in the case of a members’ voluntary winding up, with the modification 
that the powers of the Liquidator under that section shall not be exorcised except with 
the sanction of tire Tribunal. 


346. (7) hi the event of the winding up continuing for more than one year, the 
Liquldato shall— 

(a) call a general meeting of the emnpany and a meeting of the creditors at the 
end of the first year foom the commencement of the winding up and at the end of 
each succeeding year, or as soon as thneafter as may be c<mvenicnt within three 
months from the md of the year or such Icmger period as the Central Oovemnumt 
may allow; and 

(b) lay before the meetings an account of his acts and dealings and of the conduct 
of the winding up during the preceding year, together with a statement in the 
prescribed form, and containing the prescribed particulars with respect to the 
proceedings in, and position of, the winding up. 

(2) If the Liquidator foils to comply with sutvscction (7), he shall be punishable, in 
respect of each failure, with fine which may extend to ten thousand rupees. 

347. (7) As soon as the affairs of the company arc fully wound up, the Liquidator 
shall— 

(a) make up an account of the winding up, showing bow the winding up has bcmi 
(XMiducted and the property of the company has been disposed of; and 

(b) call a general meeting of the company and a meeting of the creditors for the 
purpose of laying the account before the meetings and giving any explanation thereof. 

(2) Each such meeting shall be called by advertisement— 

(a) specifying the time, place and oi^ect thereof; and 

(b) published not less than one month before the meeting in a narirmal dally 
ncwBpiqrer published in English and in the principal language of the district in wbi<^ 
the register^ office of the company is situated. 

(3) Within one week after the date of the meeting, or if the meetings ate not held on 
the same date, after the date of the later meeting, the Liquidator shall send to the 
Registrar a copy of the account and shall make a return to him of the holding of the 
meetings and of the date or dates on whidi they were held; and if the copy is not so 
sent or the return is not so made, the Liquidate diall be punishable with fine which 
may extend to five hundred nqiees fm- every day during which the default continues. 

(4) If a qumum (which shall be two persons for the purposes of this section) is not 
present at either of such meetings, the Liquidator shall, in Ucu of the return referred to 
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in su]>Ecctioti (3), tnnlcc a return that die meeting was duly called and that no (juonitii 
was presmt diereat; and upon such a return being made within one weak after 
fixed for the meeting, the (wovisions of sub-section (3) as to the muldng of tl» return 
shall, in respect of that mo^g, be deemed to have been complied wIHl 

(5) The Registrar, on rcoeiviog the account and also, in reflect of each such meeting, 
either the return mentiaaed in sub-section (3) or the return mentkmed in sub-section (4), 
shall forthwith register them. 

(d) If the Liquidator falls to call a general meeting of the oonqiany or a meeting of 
the credltots as required by this section, he shall be puniahaUe, in respect of such 
failure, with fine which may extend to ftve thousand rupees. 

Provisions applicable to every voluntary winding up 

348. (7) The Liquidator may,— 

(a) in the case of a members* voluntary winding up, with the sanction of a special 
resolution of the company, and in the case of a cteditev's voluntary winding up, with 
the sanction a meeting of the credlhxs, exercise any of the powers given 
clauses (a) to (d) of sub-section (7) of section 302 to a Liquidator in a winding iqi 
by the Court; 

(b) witiiout the sanction refened to in clause (a), oxctciae any of the other powers 
given by this Act to the Liquidator in a winding up by the Court; 

(c) exercise the power of the Court under this Act of settling a list of 
contributories (which shall be prima facie evidence of the liability of the persons 
named therein to be oontribuuxies); 

(d) extaclse the power of the Comt of making calls; 

(e) call a general meetings of the company for the purpose of obtaining the 
sanction of the company by ordinary or a special resolution, as tiio case may require, 
or for any other purpose he may think fit 

(2) The Liquidate' shall pay the debts of the company and shall adjust the rights of 
tfa^ contributories among themselves. 

(J) When several Liquidators ate appointed, any power given by this Act may be 
exercised by such one or mme of than as may be determined at the time of thdr 
appointment, or, in default of such determination, by any number of them not being less 
tb^ two. 

349. Any person who gives, or agrees or offers to give, to any member creditor of 
a company any gratification whatever with a view to— 

(a) securing his own appointment or nomination as the company's Liquidator; or 

(b) securing or preventing the ^^intment m nomination of scane person other 
than himself^ as the company’s Liquidator, 
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shall be punishable with fine which may extend to ten thnummd rupees. 
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350. (1) If from any cauae whatsoever there Is no Liquidator acting, the Tribunal may 
appobt any odier person as a Liquidator. 

(2) The Tribunal may, <mi cause shown, ttanovc a Liquidator and appobt any other 
petKHi as a Liquidator In his place. 

(S) Ihe Tribunal may also appoint or lemove a Liquidator on the application matin by 
the Registrar b thb behalf. 

351. (!) Wlthb twmty days after his appobtm^t, the Liquidator shall publish b a 
national daily ncwspiqjer m English and b the priiicipal language of the district b 
which the registered office of the company Is situated, and deliver to the Regbtrar for 
regfatiation. a notice of hb appobtment b the form tnocribed. 

(2) If the Liquidate faib to comply with sub-secticn (1), he shall be punishable with 
fine which may extend to five hundred rupees for every day during which the default 
oontbues. 

352. (11 Any arrangement entered bto between a company about to be, cr b the 
course of bibg. wound iqi and its credltots shall, subject to the right of ^peal mvW 
thb aecdon, be bbdbg m the company and on the creditors if it b sanctioned by a 
special resolution of the company and acceded to by three-fourth b value of the 
creditots. 

(2) Any creditor or contributoiy may, withb twenty days from the compledon of the 
arrangement, appeal to the Tribunal against it, and the Tribunal may pmend vary, 
confirm or act aside die arrangement. 

353. (J) The liquidate', any contributory or any creditor may apply to the Tribunal: 

(a) to determine any question arising b the wbdbg up a company; m- 

(h) to exercise, as respects die enforcbg of calls, the staybg of proceodbgs c* any 
other matter, all or any of die powers wbidi the Tribunal might exercise if the 
company were bebg wound iqi by the Court 

(2) The Liquidator or any creditor or oemtributoty may apply to the Court or tbs 
Tribunal for an order settbg aside any attachment, distress or cxecudon put bto force 
against the estate or effects of the company after the commencement of the wbdbg up; 
and such an application shall be made either— 

(a) to such High Court, if the attachment, disttess or execution b levied or put bto 
force by that High Court; or 

(h) to the Tribunal, if the attachment, dbtress m cxecudon b levied or put bto 
force by the Tribunal. 

(3) On an application under sub-section (7) or sub-section (2), if the Court or 
Tribunal, as the case may be, b satbfied that the detetmbadeo erf the question or the 
tequi^ exercise of power or the order applied for will be just and bmcficlal, it may 
accede wholly or partially to the application on such terms and conditions as it thltibi 
fit, or may make such ober order os it thinks just. 

(4) A copy of an order made under thb scctioo shall be fmwarded by die company 
to the Registrar withb fourteen days of the date of the order, and the Registrar shall 
make a mbute of be order b hb books rcbtbg to the company. 
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(5) Palhitc of die company or its Liquidate to comply with aiib-scctlon (4) ahnll be 
puniabablc with fine which may extend to five hundred rupees for every day of default. 

354. The liquidator may make a report to the Tribunal stating that in his opinion a 
fiaud has berm committed by any penon in the protnodon or formatiaD of the conqiany 
or by any office of the company in teladon to the company since its fonnation; and 
the Tribunal may, after considoing the repeat, direct that that person or ofllocr shall 
attend before the Tribunal on a day appointed by it for that purpose, and be publicly 
examined as to the ptomotkm or formation or the crmduct c4 the businesB of the 
company, or as to his conduct and dealings as officer thereof. 


355. All costs, charges and expenses properly incuned in the winding up, ttmliuMng 
the remuneradon of t^ Liquidator, shall, subject to the rights of secu^ creditors, if 
any, be payable out of the assets of the company in priority to all odier claims. 

CHAPTER ly 

Provisions applicable to every mode of winding up 
Proof and ranking of claims 

356. In every winding up (subject, in the case of insolvent companies, to the 
appllcadtm in accordance with die provisions of this Act of the law cf instdvcocy), all 
didits payable on a ccmtingaicy, and all claims against the company, present or foture, 
certain or cmitingent, ascertained or sounding only in damages, shall be admissible to 
proof against the company, a just estimate being made, so fiu as possible, of the value 
of sudi debts claims as may be subject to any confingcncy, or may sound only In 
damages, or for some othcT reason may not bear a certain value. 

357. (1) In the winding up of an insolvent ocmipany, die same rules shall prevail and 
be observed with regard to— 

(a) debts provable; 

(b) the vahiadcm annuidcs and future and contingent llabilides; and 

(c) the respoedve tights of secured and unsecured credlUHs; as arc in force for the 
time being unda the law of insolveocy with respect to the estates of petsoos adjudged 
insolvent: 

Provided that, subject to the ptovisionB of secdoo 358, die security of every secured 
creditor shall be deemed to be subject to a pari passu diargo in favour of the workmen 
to the extent of the workmen's portion therein, and, where a secured cteditot, itwitemt 
of tcllnquidiing his security and proving his debts, tqits to realise his security- 

fa) the Liquidator shall be endtlcd to rqitesent the workmen and enforce such 
charge; 

(by any amount realised by the liquidator by way of enforcement of such charge 
shall be applied tatealdy for the dischuge of workmen's dues; and 

(c) so much of the debts due to such secured creditor as could not be realised by 
him by vlrme of the foregoing provisions of this proviso or the amo unt of the 
woikmoi's portioo in his security, whidicver is less, shall rank pari passu with the 
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worianca's dues fc» the putposes of Becdoo 338. 

jiffj ^ po»«“ who io any sudi case would be entitled to piove for and teocive 
dlvidenda out of the aaaets of the company, may come In utder the winding up, and 
tnalsD such claims against the company as they respectively arc entitled to tnnV.- by 
virtue of this section: ' 

Provided that if a secured creditor instead of reUnquishing his security ond proving for 
his debts proceeds to realise his security, be shaU be liable to pay his pMtion of the 
eKpeoaes incurred hy the Liquidator (including a provisional Liquidator, if aiw) for the 
preservatioa of the security before its realisation by the secured cteditev. 


For the purposes of this proviso, the p<»tion of expenses incurred by 
the Uquidatw for the preservation of a security whidi the secured creditor shnll be 
liable to i»y shall be the whole of die expmscs leas an amount which bears to ■imh 
expenses the same pce^xntion as die workmen’s poetkm in tclatloii to the security bears 
to the value of the security. 


(3) For the purposes of this section, seedon 338 and section 339,— 

(a) "workmen", in reladon to a company, means die employees of the coomany, 
being workmen within the meaning of clause {s) of section 2 of the Ihdusttlal’ 
Disputes Act, 1947; 


(ft) "workmen’s dues", in rclatlcm to a conqiany, means the aggregate erf the 
following sums due from the company to its workmoi, namely:_ 

(0 all wages or salary including wages payable but not paid up to the date of 
die winding iqi order (or the windtog up resohitiiHi. as dw case may be) for time 
or piece work and salary earned wholly or in part by way of commission erf any 
workman, in respect of services tended to the company and any cmnpcnBation 
payable to any workman, 

00 all accrued holiday ranunetadon, if any, becoming payable to any workman, 
or in the case of bis death to any other person in his right, on the terminaticai of 
his cmploymrat before, at by the effect of, die winding iqi ruder or resolutioii, 

(WO unless the omnpany is being wound up voluntarily merely ft» die purpoocs 
of tcoonstruotion or of amalgamatioo with another conqiany. m unleas the conqiany 
has, at the omnmcncement of the winding up, under such a cootraot with insurers 
as is mcnticated in section 14 of the Workmm’s Ccmpcnsadco Act, 1923, rights 
capable of being transfened to and vested in the wtwkman, ail amounts dt*** in 
re^)ect of sny compensation or Uabiiify fw compensatloti the said Act In 
reqtect of die death or disablement of any wmkman of the company, 

(iv) all sums due to sny workman or any employee other than a wtvkman ftom 
a |»ovident fund, a penaion ftmd, a gratuity fund or any other ftmd for the welfare 
of the workmen or employee ot^ than a workman, maintalitod by the company; 
and for this purpose, "employees odier than workmen" will mean persons employod 
with the company drawing such emoluments not exceeding such as may be 
prescribed; 


(c) workmo) s peution", in relation., to the security of any secured creditor of a 
oompany, means dte amounf which bears to the value of the security the mu™ 
proportioa as the amount trf the workmen’s dues bests to the aggregate of— 
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8 of 1923. 



Sec.2] 


THE GAZETTE OF INDIA EXTRAORDINARY 


223 


(i) the amouot of workmen's dues, and 

(lO the amounts of the debts due to the secured creators. 

Illustration 

Hie realised value of the security of a secured creditor of a comiwny is Rs. 1.00,000. 
The total amount of the workmen's dues is Rs. 1,00,000. The amount of the debts due 
from the company to Its secured creditors is Rs. 3,00,000. The aggregate of the amowt 
of workmen's dues and of debts due to secured creditors is Rs. 4,00,000. Hiaefate, the 
workm««'8 portion of the security is onc-fourth of the value of the security, that Is 
Rs. 25,000. 

358. (!) In the winding up of a company, the expenses incurred by, and temuneration 
of, the Liquidator including die costs incuned in appointing vahiers, diattend surveyors, 
chartered accountants, cost accountants, company secretaries, advortisemcnis and auction 
and other such costs, shall be treated as first charge on realisadoo, and shall Imvc 
priority over all other debts; this shall also include all expenses of any investigalion 
under sections 192 and 193, in so fat as these arc payable by the company. 

(2) Subject to sub-section (i), if there is any residue from the real isati on of the sale 
of the company's assets and debts dues, then, in the winding up of a company— 

(a) wcx'kmen's dues; and 

(h) debts due to secured creditors to the extent such debts rank under clause (c) 
the proviso to sub-section (7) of section 357 pari passu with such dues, 

whall be paid in priority to all other debts. 

(3) The debts payable unde* clause (a) and clause (h) of sub-section (2) shall be paid 
in full, unless the assets ate insufficient to meet than, in which case they shall abate 
in equal proportions. 

(4) In the event of there being a dilute over workmen's dues between any 
representative of the secured creditors and that of the wtwkmen or the Uquidator, and 
in case it is established that the quantum of wt^onen’s dues arc materially inflated 
(while the claims of secured creditors arc not), then- 

fa) the ratio of wages, other emolumoits and dues to WOTkmoi as per the last 
audited accounts of the company, to the pre-debt default security value of the secured 
assets may be treated as the proportion of workmen’s dues; and 

(h) this proportion may be applied in ascertaining the quantum of overriding 
preferential payment to workmOL 

lUustration 


1. Wages, otht* emohnnaitB and benefits (inchidiiig company 
provident fund due to worionen as per last audited 
accounts) 

2. Pre-default security value of secured assets 

3. Proportiem of workmen's due (Rs. 5,00,000 divided by 
Rs. 25.00,000) 


Rs. 5.00,000 
Rs. 25,00,000 

20% 


Ovoriding 

prefoten- 

tial 

payments. 
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PrcfermtUl 

payments. 


4. Value tealised afta* sale of secured assets R*- 10,00,000 

5. Quantum of workmen's due under this sccdon 

(20% of Rs. 10,00,000) R»- 2,00,000: 

Provided that the quantum of workmen’s due arrived at by using dw formula given 
in clause (a) of this sub-socdtai does not exceed the claim on account of workmen’s 
due which has been cetabUshed as materially Inflated; and, if it does, the workmen's 
due will be ascotained according to that claim and not by the fmmula. 

359. (7) In a winding tq>, subject to die provisions of sccdon 358, there shall be paid 
in priority to all other debts. 

(a) all revenues, taxes, cesses and rates due from the company to the Central « a 
State Oovemment or to a local authority at the relevant date as defined in clause (d) 
of sub-aecdon (S), and having become due and payable within die twelve months 
next before that date; 

(b) all wages ot salary (including wages payable fat dme m piece work and salary 
earned wholly or in part by way of commission) of any employee, in respect of 
snvices rendered to the company and due for a polod not exceeding four months 
within the twelve months next before the relevant date, subject to the limit qiecifled 
in sub-section (2); 

(c) all accrued h(41day ranunctadon becoming payable to any employoe, ot in the 
case of his death to any other person in his right, on the terminadon of his 
cmidoyment before, or by the effect of, the winding tq> order or resohidon subject 
also to the ii^t ^wrifled in sub-seetkm (2); 

(d) unless die company is bring wound up vdiuntatily merely for the purpencs of 
reconstruction or of amalgamadon with another company, all amounts due, in respect 
of coottibudons payable during the twelve months next before the relevant date, by 
die company as the onployer erf any persona, under the Employees’ State Insurance 
Act, 1948, or any other law for the time being in force; 


(e) the company is being wound up voluntarily merely f«» the purposes of 

reconstruction ot of amalgamadon,with another omnpany, or unless the company has, 
at die commencement of the winding up, unda such a ocmttact with insur»s as is 
in sectlou 14 of thc Workmen’s Compoisadon Act, 1923, rights capable of 
hwlng transferred to and vested in the workman, all amounts due in respect of any 
^v>mpm iMri nn ot liability for oompeosadon under the said Act in respect of the death 
ot (^Uement of any employee of the company; 


(/) all «n«™ due to any mployce from a provident (kind, a pension fkmd, a gratuity 
fund or any other fimd for thc welfare of thc employees, maintained by thc company. 


(2) The sum to which priority is to be given imdcr clauses (h) and (c) of sub-section 
(7), Bb«tt not, in thc case of any one claimant, exceed such sum as may be notified by 
the Coitral Oovemment 


(3) Where any compensadon under thc Workmen’s Gompeotiriioa Act, 1923 is a 
wecldy payment, the amount due in rejqiect thereof shall, for thc purposes of clause (c) 
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of sub-sccdon (7), be takxai to be the amoxmt of the lump sum for which the. weekly 
payment could, if tedccmable, be tedeemed if the employet made an a{^licatioa for th^ 
purpose under die said Act. 


Where any payment has been made to any employee of a company,— 

(t) on account of wages or salary; or 

(ii) to him, or in the case of his death, to any other person in his right, on account 
of accrued holiday remuneration, 

•ut of money advanced by some person for that purpose, the person by whetn the 
money was advanced shall, in a whidiag up, have a right of i»lc«ity in respect of the 
money so advanced and paid, up to the amount by which the sum respect of which 
the employee or other poson in his right, would have been cndtled to priority in the 
winding up has been diminished by reason of the payment having been made. 


(5) The foregoing debts shall— 

(a) rank equally among themselves and be paid in full, unless die assets are 
insufficient to meet them, in which case they shall abate in equal {Uoportions; and 

(b) so far as the assets of the company available for payment of general creditors 
are insufficient to meet them, have priority over the claims of holders of debentures 
under any floating charge created by the company, and be paid acccudingly out of any 
property comprised in or subject to that charge. 


(6) Subject to the retention of such sums as may be necessary for the costs and 
expenses of the winding up, as specifiod under sub-section (i) ,of section 358, the 
foregoing debts shall be discharged forthwith so fat as the assets are sufficient to meet 
them, and in the case of the debts to which priority is given by clause (d) of sub¬ 
section (7), formal proof thereof shall not be required except in so far as may be 
odierwise prescribed. 


(7) In the event of a landlord or odier person distraining or having distrained on any 
goo^ or effects of the conqiany within three mmiths next before the date of a winding 
up order, the debts to which priority is given by this sectiem shall be a first charge on 
the goods or effects so,distrained on, or the proceeds of the sale thereof; 

Provided that, in respect of any money paid under any such charge, the landlord or 
other person shall have the same rights of priority as the person to whom the payment 
is made. 


(d) Fw the purposes of tiiis section— 

(a) any remuneration in respect of a period of holiday or of absence feom work 
through sickness or other good cause shall be deemed to be wages in respect of 
services tendered to the company during tiiat period; 

(b) the expression "accrued holiday remuneration" includes, in relation to any 
person, all sums which, by virmc cither o( his contract of employment or of any 
enactment (iiKluding gny order made or direction given under any enactment), ate 
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jwyiible on account of die n^uncradon whidi would, in the oidinaiy counc, huve 
beixnnc payable to hint ]n tespect of a period of holiday, had his endployme&t with 
the company continued until Ik became entitled to be allowed the hoHday; 

(c) the expteasion "empk^ec" doea not include a wcukmau; and 

(d) the expression "the relevant date" means— 

(0 in die case of a company ordered lo be wound compulsorily, the date of 
the appointment (« first appointmoit) of a Provisional Liquidator, or If no such 
appointment was made, the date of the winding iq> order, iWcas in ettfaer case the 
company had cmnmenced to be wound up volmit^y before that date; and 

(ii) in any case where sub^lausc (>) docs not apply, the date of the passing of 
the rcsoludoD for the voluntary wlnd^g up of the company. 


Effect of winding up on antecedent and other transactions 

Fraudulent 360. (1) Any transfer of property, movable immovaUe, delivery of goods, payment, 
pttfctcnce. execudmi or otha act relatmg to property made, taken or done by or against a company 
within six months before the commcncemoit of its winding up which, had it been 
made, taken at done by or against an individual within three months before the 
presentation of an insolvmcy petition cm which he is adjudged insolvent, would be 
deemed in his insolvency a fraudulent preference, shall in the event of the company 
being wound iqi, be deemed a fraudulent pteferenoe of its creditors and be invalid 
accordingly. 


(2) For the purposes of sub-section (i), the presentation cd' a petition for winding up 
in tin case of a winding up by the Court, and the paasing of a resolution for winding 
up in the case of a voluntary winding up, shall be deemed to cotrespond to the act of 
insolvency in the case of an individual. 


(3) Where, under subsection (i), there is a fraudulent preference of a person 
Interested in property mortgaged or charged to secure the company’s debt, then (without 
prejudice to any tights or liabilities arising apart from this provision), the person 
{Mcfertcd shall be sui^cct to the same liabilities, and shall have the same rights, as if be 
had undertaken to be personally liable as surety for the debt, to the extent of the 
mortgage or charge on the property or the value of his interest, whichever is less; and 
the value of the said person's Interest shall be determined as at the date of the 
transaction constituting the fraudulent ptefocnce as if the interest were free of all 
oicumbranocs other than those to which the mortgage or charge for the company’s debt 
was then subject. 


(4) On any application made to the Court or the Tribunal with respect to any payment 
on the grm^ that the payment was a fraudulent preference of a surety or guarantor, 
the Court c« the Tribunal shall have jurisdiction to determine any questions with respect 
to the payment arising between the person to whom the payment was made and die 
surety ot guarantor and to grant relief in reflect thereof and, for that purpose, may 
give leave to bring in the surety or guarantee as a third party as in the case of a suit 
for the recovery of the sum paid; and this shall ^>ply, widi necessary modifications, in 
relation to transacticnis other than the payment ot money as it applies in reladcm to 
paymmits of money. 
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361. Any transfer of property, movable or immovable, or spy delivery of goods, 
made by a company, not being a transfer or dellvciy made in tbc cmUnary course of its 
business or In favour of a purchaser in good faith and fcv valuable Considoadon, If 
made within a period of one year before the presentadon of a pcddon for winding up 
by the Court or the paatdng a resolution for voluntary winding up of the company, 
S^U be void against the Liquidator. 

362. Where a company is being wound iq>, a floating charge on the undertaking or 
property of the cmnpany created within die twelve months next preceding the 
commencement of die winding up, shall (unless it is proved that the company, 
Iminediatcly after the creadon of the charge was solvent), be invalid except to the 
amount of any cash paid to the company at the rime of, or subsequently to the creadon 
of, and in consideradon for, the charge, together with interest on diat omount at the rate 
of five per cent, per annum or such odier rate as may for the time being be nodded by 
the Central Oovemment in this behalf in the Official Gazette. 

363. (1) Where any part of the laxqierty of a company which Is being wound up 
consists of— 

(a) land of any tenure, burdened widi onerous covenants; 

(b) shares or stock in companies; 

(c) any other property which is unsaleable or is not readily saleable, by reaaon erf 

its binding tbc possessor thereof either to the pcrfmmancc of any onerous a<A m to 

the payment of any sum of money; or 

(d) unpfodtablc contracts, 

the Liquidator of die company may, with the leave of die Court or the Tribunal and 
subject to die provisions of this section, by writing signed by him, at any dme within 
ifatee montbs after the commencement of the winding up or fbrthra' three months period 
from such time such property has come to his knowledge, disclaim the property. 

(2) The disclaimer shall operate to determine, as from the date of dbclaimer, the 
rights, interest, and liabilities of tbc company, and the property of the con^iany, b or 
in respect of the property disclaimed, but shall not, except so far as b necessary for the 
purpose of releasing the company and the property of the company from Uability, affect 
the rights or liabilities of any odict petsoa 

(J) The Liquidator shall not be entitled to disclaim any property in any case where 
an application in writing has been made to him by any person bterested in tbc property 
requiring him to decide whether he will or will not disclaim, and the Liquidator tuis 
not. within a period of fifteen working days after the receipt of the applkatirai, given 
notice to the applicant that be intends to apply to the Court or the Tribunal for leave 
to disclaim; and in case the property b a contract, if the Liquidator, after such an 
a{^lication docs not within the said period or extended period di^bim the contract, he 
shall be deemed to have adopted it. 

(4) The Court or the Tribunal may, on the application of any person who b, as 
agairist the Liquidate*, entitled to the benefit or subject to the burden of a cemtract 
made with the company, make an order rescinding the contract on such terms as to 
payment by or to either party of damages fra the non-performance of the contract, ra 
otherwise as the Court or Tribunal thinks just; and any damages payable under the 
order of any such person may be proved by him as a debt in the winding up. 
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any interest in any disclaimed property or is under any liability not discharged by this 
Act in respect of any disclaimed property, and after hearing any such persons as it 
ifainlcs fit, make an order for the vesting of the property in, or the delivery of the 
property to, any person entitled thereto or to whom it may seem just that the |«t^r1y 
should be dclivettxl by way of compensatioo for such liability, or a trustee for him^ and- 
on such terms as the Court or Tribunal thinks just; and tm any such vesting order being 
made, the ptopc^ comprised therein shall vest accordingly in the person therein named 
in that behalf without any conveyance or assignment for the purpose: 

Provided that, where the property disclaimed is of a leasehold namte, the Court or 
Tribunal shall not make a vesting order in favour of any person claiming under the 
company, whether as undcr-lesscc or as mortgagee or holder of a charge by way of 
demise, except upon the terms of making that person— 

(a) suited to the same liabilities and obligations as those to which the company 
was subject under the lease in respect of the property at the commoiocment otf the 
winding up; or 

(b) subject only to the same liabilities and obligadotis as if the lease had been 
assigned to that petson at that date, 

and in cither event, as If the lease had comprised only the property comprised in the 
vesting order; and any mortgagee or undcr-lesscc declining to accept a vesting ordksr 
upon such terms shall be excluded from all interest in and security rq)on the property, 
and, if there is no petson claiming imdcr the company who is willing to accept an order 
upon such terms, the Court or Tribunal shall have power to vest the estate and interest 
of the company in the property in any petson liable, either pctsonally in a 
representative character, and cither alone or jointly with the company, to perform the 
lessee’s covenants in the lease, freed and discharged from all estates, encumbrances and 
interests created therein by the company. 

(<5) Any person injured by the operation of a disclaimer under this section shall be 
deemed to be a creditor of the company to the amount of the compensation or damages 
payable in respect of the injury, and may accordingly prove the amount as a debt in 
the winding up. 

3<i4. (/) In the case of a voluntary winding up, any transfer of shares in the 
oompony, not being a transfer made to with the sanction of the Liquidator, anH any 
alteration in the status of the members of the company, made after the commencement 
of the winding up, shall be void. 

(2) In the case of a winding up the Court, any disposition of the property 
(including actionable claims) of the company, and any transfer of shares in the company 
or alteration in the status of its members, made after the commencement of the winding 
up, shall, unless the Court otherwise orders, be void. 

365. (i) Where any company is bcbig wound up by the Court, at any time after the 
commencement of winding up, any attachment, dishess or executiem put in force against 
the estate or effects of the company or any sale held of the propoties or effects of the 
company without leave of the Court shall be void, 

(2) Nothing in this section applies to any proceedings for the recovery of any tax or 
impost or any dues payable to the Oovemment. 
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Sec.2] 


Offences antecedent to or in course of winding up 


366. (7) If any pciaon, being a past or present officer of a company which, at the 
time of the commission of the alleged offence. Is being wound up, whether by the 
Court or voluntarily, or which is subsequently ordered to be wound up by the Court or 
which subucqucntly passes a resolution for voluntary winding up,— 

(a) docs not, to the best of his knowledge and belief. ftiUy and truly discover to 
(he Liquidator all the property, movable and immovable, of the company, and how 
and to whom and for what consideration and when the ccaupany di^>oaed of any part 
thereof, except siw h part as has been disposed of in the ordinary course of the 
business of the company; 
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(b) docs not deliver up to the Liquidator, or as he directs, all such part of the 
movable arid immovable property of the company as is in his custody or under his 
control, and which he is required by law to dcUver up; 


(c) docs not deliver up to the Liquidator, or as he directs, all such books and 
papers of the company as are in his custody or under his control and which he 
required by law to deliver up; 

(d) within the twelve months next before the commencement of the winding up ctf 
at any time thereafter, conceals any part of the property of the company to the value 
of ten thousand rupees or upwards, or ccmccals any. debt due to or from the 
company; 

(e) within the twelve months next before the commencement of the winding up or 
at any time thereafter, fraudulently removes any part of the property of the company 
to the value of ten thousand rupees or upwards; 


makes any material omission in any statement relatiitg to the affairs of the 
company; 

(g) knowing at believing that a false debt has been proved by any person undor 
the winding up, fails for a period of one month to Inform the Liquidator thereof; 

(A) after the commeiKcmcnt of the winding up, prevents die production of any 
book or paper affecting or relating to the property or affairs of the company; 

(i) within the twelve months next before the commencement of the winding up or 
at any time thereafter, conceals, destroys, mutilates or falsifies, or is privy to the 
concealment, destruction, mutilation or falsification of, any book or paper affecting or 
relating to, the property or affairs of the company; 

(/) within the twelve months next before the commencement of the winding up or 
at any time thereafter makes, or is privy to the making of, any false mitry in any 
book or paper affecting or relating to, the jwoperty or affairs of the company; 

(k) within the twelve months next before die commencement of the winding up or 
at any time thereafter, fraudulently parts with, alters or makes any omission in, or is 
privy to the fraudulent parting wlA altering, or making of any omission, any book or 
paper affecting or relating to the property or affairs of the company; 

(/) after the commencement of the winding up or at any meeting of the creditors 
of ^ company within the twelve months next before the commencement of the 
winding up, attempts to account for any part of the property of the company by 
fictitious losses or expenses; 
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(m) within the twelve tnondis next befote the commencement of the winding up c»r 
at any time theteaftq', by any false tepresentafion or other fraud, obtains cm ct^t, 
for or on behalf of the company, any pn^jerty which the company docs not 
subsequently pay for; 

(n) within the twelve months next before the commencement of the winding up or 
at any thno duneafrer, under the false pretence that the company is carrying on its 
business obtains on credit for or on behalf of the company, any property wUch the 
company does not subsequently pay for, 

(o) within the twelve months next before the commencement of the winding up or 
at any time thereafter, pawns, pledges or disposes of any prt^Ktty of the company 
which has been obtained on credit and has not been paid for, unless such pawning, 
pledging or disposing is in the ordinary course of the business of the company; or 

(p) is guilty of any false representation or other fraud for the purpose of obtaining 
the consent of the creditors of the company or any of them, to an agreement with 
reference to the affairs of the company or to the winding iq>, 

he shall be tHinishable, in the case of any of the ofrcnces mentiemed in clauses (m), 
(n) and (o), with impmonment for a term which shall not be less than two years and 
may extend to five years and with floe, and. In the case of any other ofrence, with 
imprisotmumt for a temn which shall be not less than six months and may extend to 
two years and with fine: 

Provided that it shall be a good defence,— 

(i) to a charge under any of the clauses (b), (c), (d), (/), (n) and (o), if the accused 
proves that he had no intent to defraud; and 

(it) to a charge under any of the clauses (a), (h), (i) and (/), if he proves that he 
bad no intent to conceal the true state of affahs of the company or to defeat the law. 

(2) Where any person pawns, pledges or disposes of any property in circumstances 
which amount to an offence under claiec (o) of sub-section (J), every person who takes 
in pawn or pledges or otherwise receives the property, knowing it to be pawned, 
pledged, or di^Kiecd of in such circumstances as aforesaid, shall be punishable with 
imprisonment for a term, which shall not be less than obc year and may extend to three 
years and with fine. 

(3) For the purposes of this section, the expression "officer" shall include any person 
in accordance with whose directions or instructions the directors of the company have 
been accustomed to act. 

367, If, with intent to defraud or deceive, any person, any officer or contributory of 
a company which is being wound up— 

(a) dcsttoys, mudlatos, alters, falsifies or secretes, or is privy to the destruction, 
mutilation, alteration, falsification or secreting of, any books, papers or securities; or 

(b) makes, or is privy to the making of, any false or fraudulmit entry In any 
register, book of account or document belonging to the company. 


he shall be punishable with imprisonment for a term which shall not be loss than three 
years and may extend to seven years, and shall also be liable to fine. 
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3fiS. If any person, being at the time of the commission of the alleged offctioc an 
ofBcet of a company which is subsequently ordered to be wound vq> by the Court or 
which subsequently passes a resolution foe voluntary winding up,-~ 

(a) has, by false pretences or by means of any other fraud, induced any person to 
give credit to the company; or 

(b) with intent m defraud creditors of the company, has made or caused to be 
made any gift or transfer of or charge on, or has caused at connived at the levying 
of any execution against, the property of the company; or 

(c) with intoit to defraud creditors of the company, has concealed or removed any 
part of the property of the company since the date of any unsatisfied judgemoit or 
order frv payment of money obtained against the company, or within two mmtba 
before that date, 

he shall be punishable with imtrisonmcnt for a term which shall be not less than one 
year and may extend to three years and shall also be liable to frnc. 

369, (1) Where a company is being wound up, if it is shown that proper books of 
accounts were not kept by tlm company throughout tbe period of two yean immediately 
preceding the commcnccmoit of the winding up, or the p^od between dm 
incorporation of the company and the commencement of the winding up, whichever is 
shorter, every ofRccr of tbe company who is in a default shall, unless be shows that he 
acted honestly and that in the circumstances in which the business of the cennpany was 
carried on. default was excusable, be punishable with imptisaDment for a term 
which shall not be less than six months and may extend to two yeais. 

(2) For the purposes of sub-section (!)> ii shall be deemed that proper books of 
account have not l^n kept in the case of any company, if there have not been kept— 

(u) such books or accounts as are necessary to cxhildt and explain the transactloiis 
and financial position of the business of the company, including books containing 
entries made from day to day ih sufficient detail of dl cash received and all cash 
paid; and 

(h) where the business of the company has involved dealings in goods, statements 
of die annual stock taking and (except in the case of goods sold by way of ordinary 
retail trade) of all goods sold and purchased showing the goods and the buyers and 
the sellers thereof in sufUcicnt detail to enable those goods and those buyers and 
sellers to be identified. 

370. (7) If in the course of the winding up of k company, it appears that any 

business of the company has been carried on, with intent to defraud creditors of dm 
company or any other persons, m for any fraudulent purpose, the Court or the Tribunal 
in case of a voluntary winding up, on the application of the Company Liquidator, or the 
liquidator or any or contributory of (he company, may, if it thinks it {ooper so 

to do, declare that any persons who were knowingly p^cs to the carrying on of the 
business in the mantmr aforesaid shall be personally responsible, without any limitation 
of liability, for all or any of the debts or other liabilities of tbe company as dm Court 
or dm Tribunal In case voluntary winding up may direct: 

Provided that the Court or the Tribunal in case of voluntary winding up may, without 
prejudice to dm final disposal of the applicadon, pass such interim orders as it may 
dc^ just and propa. 
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(2) On the hearing of an appllcathm under sub-section (/), the Company Liquidator 
or d>e Liquidator, as the case may be, may himself give evidence or call witnesses. 

(S) Where any business of a company is carried on with such intent or f<M such 
purpose as is mentioned in sub-section (I), every person who was knowingly a party 
to the carrying on of the business in the matma aforesaid, shall be punishable with 
imprisonment for a term which shall not be less than one year and may extend to three 
years and shall also be liable to fine. 

(4) This section shall apply, notwithstanding fljat the person concerned may be 
criminally liable in respect of the matters on the ground of which the declaration is to 
be made. 

371, (J) If in the course of winding up a company, it appears that any person who 
has taken part in the promotion <x formation of the company, or any past or present 
directs, manager. Liquidator or officer of the conqMiny— 

(a) has misapplied, or retained, or become liable or accountable for, any money 
prt^)erty of the company; or 

(b) has been guilty of any misfeasance or breach of trust in relation to the 

company; 


(c) has been guilty of groos negligence and reckless trading in a manner as to 

facilitate or cnaUe any rntmey or ptopcaly of die company to be misapplied or 

misappropriated, 

the Court or Tribunal may, on the application of the Liquidator or of any creditor or 
contributory, made within die dme specified in that behalf in sub-section (2), examine 
into the conduct of such a person, and compel him to repay or restore the money or 
property ot any part thereof, if need be vrilh interest at such rate as the Court or 
Tribunal thinks just, or to contribute such sum to the assets of the company by way of 
compensation in respect of the misa{^lication, retainer, misfeasance or breach of trust, 
as the Court or Tribtmal thinks Just. 

(2) An applicadon under sub-section (f) shall be made within two years from the 
date of the order for winding up, or of the first appointment of the Liquidator in the 
winding up, or of the misapplicadon, retainer, misfeasance or breach of trust, as the 
case may be, whichever is knigcx. 

(S) This section shall apply notwithstanding that the mattra is one for which the 
petson concerned may be criminally liable. 

372. (7) If it appears to the Court in the course df a winding up by the Court, that 
any past or present officer, or any member, of the company bos been guilty of any 
offence in relation to the comply, the Court may, either on the application of any 
petson interested in the winding up or of its own motion, direct the Liquidator to 
prosecute the offender. 

(2) If it ^pcars to the Liquidates in the course of a voluntary winding up that any 
past or ptesoit officer, ot any membet of the conqiany has been guilty of any offence 
in relation to the company, he shall himself prosecute the offender in the Tribunal. 

(3) When any proceedings ore instituted under this section, it shall be the duty of 
the liquidator and of every officer and agent of the company past and present (other 
than the defendant in the proceedings) to give all assistwee in connection wi& the 
prosecution which he is reasonably able to give. 
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Explanation .—For Ibe putpoEos of thi» sub-scotion, the cxpronioii "agciit”, in lelatioti 
to a company, shall be deemed to include any banker or legal adviser of the oonqiatiy 
4nd any person employed by the oompany aa auditor. 

Miscellaneous provisions 

373. (I) The liquidatcM’ may, with die sanction of the Court, wbm die company is 
being wound up 1^ the Court, or with the sanction of a qiedal tesoluden of the 
company, in die case of a vohintaty winding up,— 

(c) pay any classes of creditexs in full; 

(b) make any compromise or anangement with creditors or persons cJafanhig to be 
creators, or having or alleging themselVes to have any claim, present or ftmire, 
certain cv contingent, ascertahied or sounding only in damages, against the oompany, 
or whereby the company may be tendeied liable; or 

(c) compromise any call or liabilify to call, debt, and liaMlity capaUe of lesuldng 
in a debt, and any claim, present or future, certain or contingent, aacettained or 
sounding only in damages, subsisting or alleged to subsist between the company and 
a contributory or alleged contributory or other debus- or person apptidimdlng liability 
to the company, and all quesdons in any way relating to or affecting the assets or 
liabilities or the winding up of the oonqiany, on such terms as may be agreed, and 
take any security for the discharge of any such call, debt, liability ot claim, and give 
a cmnplete dis<£atgc in respect thereof. 

(2) Notwithstanding anything contained in sub-section (J), in the case of a winding 
up by the Court, the Supreme Court may make rules under section 432 providing that 
the liquidator may, imder such circumstances, and subject to such oonditiona, 
restrictions and limit^ons, if any, as may be specified in the rules, cKeteise any of the 
powers referred to In sulvclause (b) cv sub-ckuse (c) of sub-sctiloai (J) wi&out d» 
sanction of the Court 

(S) In tiic case of a voluntary winding iq>, the eaetclse by the liquidator of the 
powers conferred by sub-aection (J) shall be subject to the control of tiie Court or 
Tribunal. 

(4) Any creditor w contributory may a|^ly to the Court or Tribunal with reaped to 
any exercise or proposed exercise of any such powers. 

374. (J) Where a company is being wound up, whether by the Court or voluntarily, 
every invoice, dder for goo^ or business letter issued by or on behalf of the company 
or a Liquidate of the company, or a receiver d manager of the property of the 
company, being a document on d in which the name of the oompany appears, shall 
contain a statement tiiat the cdnpany is being wound up. 

(2) If default is made in complying with Oils sectidi, the oompany, and every one 
of the following persons who wilfully authorises d permils the default, namely, any 
officer of tiic company, any Liquldatd of the company and any receiver d manager, 
shall be punishable fine which may extend to five thousand nqiees fd each 
default 

375. Where a company is being wound up, all books and papers of the oompany and 
of the Liquidators shall be prima facie evidence of the truth of all matters purporting 
to be thet^ recorded. 
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376. (7) When the affaiis of a company have been completely wound up and it is 
about to be dissolved, its books and papets and those of the liquidator may be dispnsed 
of as follows, that is to say— 

(a) in the case of a winding up by the Court, in such manner as the Court directs; 

(b) in the case of a membos’ voluntary winding up, in such manner as the 
company by a special resolution directs; and 

(c) in the case of a ciedltots* voluntary winding up. In sudi manner as the 
creditors of the company may direct. 

(2) After the expiry c€ five years from the dissolution of the company, no 
responsibility shall rest on the cmnpany, the Liquidatrv, or any person to whom the 
custody of the books and pcqiets has been committed, by reason of any book or paper 
not being forthcoming to any person cl aiming to be interested thercb. 

(3) The Central Oovemment may, by rules,~- 

(a) prevent for such period (not cxccedbg five years ftmn the dissolution of the 
company) as the Central Qovonment thinks proper, the destruction of the books and 
popen of a company which has been wound up arid of its Liquidator, and 

(A) enable any (meditor or contributory of the company to make represemtitions to 
the C^tral Oovemment b respect of the matters specified b clause (a) and to appeal 
to the Court or Tribunal from any direction which nuiy be given by the Cratral 
Oovemment b the matter. 

(4) If any person acts b contravention of any such mles or of any direction of the 
Central Oovemment thereunder, be shall be punishable with imprisonment for a term 
whbh may exttad to six months, or with fine which may extend to fifty thousand 
rupees, or with bob. 

377. (7) If be wbdbg of a company is not concluded withb one year after its 
commencement, be Liquidator shall, withb two months of the expiry of such year and 
thereafter until be wbdbg tqi is concluded, at mtervals of not mote ban six months, 
file a statement b be jMescribed form and cemtainbg be prescribed particulars duly 
audited, by a person qualified to act as auditor of the company, wib respect to the 
proceedbgs b, and position of, be liquidation,— 

(o) b be case of a windbg up by be Court, b Court; and wib be Registrar, 
and 

(A) b be case of a voluntary windbg up, wib be Registrar. 

(2) Where a statCTicot referred to b ebuse (a) of sub-section (7) relates to a 
Oovemmoit company b liquidation, the Liquidatrtf shall forward a copy bercof to— 

(a) be Central Government, if it is a member of be Oovemment company; at 

(A) any State OovemtiKnt, if it is a member of be Govmuncnt company; or 

(c) the Central Government and any State Oovomnent, if bob are members of 
be Oovemmoit company. 
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(3) Any pcison stating himself In writing to be a creditor or contrlbuloty of die 
company shall be endtl^, by himself or by his agent, at all reasonable times, on 
payment of the prescribed fee, to Inspect the statement, and to receive a copy thereof 
or an extract therefrom. 

(4) Any person untruthfully stating himself to be a creditor or centributMy for the 
above purpose shall be deemed to be guilty of an offence under section 182 of the 

43 of 1860. Indian Penal Code, and shall bo punishable accordingly. 

(5) If a Liquidator fails to comply with any of the requirements of this section, he 
shall be punishable with fine which may extend to five thousand nqiees fw every day 
during which the failure continues: 

Provided that if the Liquidator makes wilfiil default in causing tire statement referred 
to In sub-section (J) to be audited by a person qualified to act as auditw of the 
company, the Liquidator shall be punishable with imprisonment fm* a term which shall 
be not less than six months and may extend to two years and shall also be liable to 
fine. 

378. (7) Every Company Liquidator shall pay the moneys received by him as 
Liquidator of any company, eitha into the public account of biidia in the Rcs^e Bank 
of India or in any special banking account opened by him in any scheduled bonk in 

India under the title "The Liquidation Account.Company Limited/Private Company 

limitcti/Company ". 

(2) Every Liquidator of a company, not being a Company Liquidate, shall pay die 

moneys received by him in his capacity as such into any special banking account 
opemod by him in any scheduled bank in India under the title "The Liquidation Account 
of.Company Limited/Private Company Limited/Company". 

(3) If any such Liquidator at any time retains for more than ten working days a sum 
excelling twenty-five thousand rupees or such othcT amount as the Court or Tribunal 
may, on the application of the Liquidator authorise him to retain, then, unless he 
explains the reteation to the satisfaction of the Court or lYlbunaL he shall— 

(a) pay interest on the amount so retained in excess, at the rate of fifteen per cent 
per annum; 

(b) be liable to pay any expenses occasioned by reason of his default; and 

(c) also be liable to have all or such part of his remuneration as the Court may 
think Just disallowed, and to be removed from his oftice by the Court. 

379. (7) If the Liquidator has in his hands or under his control any money 
representing— 

(a) dividends payable to any creditor which had remained utqwid f(» six months 
after the date on which they were declared, or 

(b) assets relundable to any contributory which have remained undistributed for 
six months after the date on which they broomc refundable, 

the Liquidator shall forthwith pay the said money into the public account of India in the 
Reserve Bank of India in a separate account to be known as the Companies Liquldaticm 
Account. 
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(2) On Ibc dlwoludoo of the company, the Liquidator ahall simllariy pay Into die said 
account any money icpteaendng ui^d divideads <x undistributed assets In bis hands 
at the date of dlsaolutioa. 

(5) When making any payment tefbned to in sub-sections (J) and (2), die Liquldatcu' 
sh^ ftmlsb to such Offkxt as die Central Oovetnment may ^ipoint In this behalf, a 
statement in the piesotibed fonn, setting fmtb, in reflect of all sums included in such 
payment, the natutv of the sums, the names and lart known addteas of the persons 
entitled to participate dierdn, the amount to which each is mititled and die nature of his 
claim theteto, and such other particulars as may be prescribed. 

(4) The Liquidate shall be entided to a receipt from the Reserve Bnelf of Ttidin fat 
any money p«dd to it under sub-sections (J) and (2); and such receipt shall be an 
effectual disdiarge of the liquidator in respect d^c^. 

(5) Where the company is being wound iq> by the Court, the Liquidator shall make 
the payments referred to in sub-secdons (J) and (2) by transfer from the account 
tefetted to in sub-section (J) of section 378. 

(6) Where the company is being wound up voluntarily, the l.iqiildatf»r shall, when 
filing a statcmoit in pursuance of sub-sectiGn (I) of sectim 376, indicate the sum of 
money which is payable to the Reserve Bank of India under sub-sections (7) and (2) 
of this section whldi he has had In his hands « under his coolKd during die six 
months preceding the date to whidi the said statement is brought down, and ahall, 
within ten woridng days of the date of filing the aald statement, pay that sum into the 
Companies Liquidation Account 

(7) (a) Any person claiming to be entitled to any money paid into the Conqwnies 
Liquidation Account may apply to the Court or Tribunal for an order for payment 
thereof, and the Court or Trlbu^, if satisfied that tiic peraon claiming ia entitled, may 
make an order fer the payment to that person of the sum due: 

Provided that before making sudi an order, the Court or Tribuual shall cause a notice 
to be served on such officer as the Central Government may appoint in this behalf, 
calling on the officer to show cause witfahi twenty westing days from the date of the 
service of die notice why the order should not be made. 

(b) Any petsem claiming as aforesaid may. Instead of applying to the Court or 
Ttibuiud, apply to die Central Oovemmeot for an order for payment of the money 
claimed; and the Caitml Oovemment may, if satisfied whether on a certificate by the 
liquidator or the Company Liquidator otherwise, that such person is entitled to the 
whole or any port of the money claimed and that no application tnnAi in pursuance of 
clause (a) is poidlog in the Court or Tribunal, make an otda for the payment to that 
pctsmi of the sum due to him, after taking such security from him as it may tiiink fit 

(S) Any money paid into the Companies liquidation Account in pursuance of this 
section, whidi tmnains unclaimed tbereafier for a period of ten years, ahall be 
transfened to the general revmue account of the Coit^ Oovemmeot; but a claim to 
any money ao transferred may be prefetred under sub-section (7) and ahall be dealt 
with as if sudi transfa' bad not bc«i made, the order, if aqy, for paymmit on the claim 
being treated as an ordrt frw refund of revenue. 

(9) Any Llquldato retaining any money which should have been paid by him into 
the Companies Liquidation Account under this scetkm shall— 

(a) pay interest on the amount retained at the rate of fifteen per cent per anmim: 
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Provided that the Central Oovenunent may. in any pttqicr case, remit either in part 
or in whole the amount at interest which the Liquidator ia requited to pay under this 
clause; 

(b) be liable to pay any expenses occasioned by reason of his default; and 

(c) where the winding up is by the Court, also be liable to have all or such part 
of bis remuneration as ^e Court may think just to be disallowed, and to be tmnoved 
from his office by die Court 

380. (J) If any liquidator who has made any default in fiUng, delivcilng or mhldng 
any return, account or otho: documoit, « in giving apy notice which he is by law 
required to file, deliver, tnalnr. or give, fails to make good the default within ten 
working days after the service on him of a notice requiring him to do so, die Court or 
Tribunal may, on an application made to the Court or Tribunal by any crmtrlbutoty or 
credilor of the company or by the Registrar, make an order directing the Liquidatctf to 
make good the def^t within such time as may be specifled in the orda. 

(2) Any such erda may provide that all coals of, and incidental to, the applloatioa 
ahall be borne by the Llqiildatot. 

(5) Nothing in this section ahall be takoi to prejudice the operation of any enactment 
imposing penalties on a Liquidate in respect of any such default. 


381. (J) Any affidavit required to be sworn tmder the proviaioiiB, or for die putpoaes 
of this Part of the Act may be sworn— 

(a) in India, befewe any Court, Judge (» person lawfiilly authorised to take and 
receive affidavits; and 

(b) in any otbo’ oountiy, either before any Court, Judge at peram lawfully 
authorised to take and receive affidavits In that country, or before an Indian Consul 
or Vice-Consul. 

(2) All Court, Judges, Justices, Commlssimters and persons acting judicially in India 
ahall take judicial notice of die seal, stamp or signature, as the case may be, of any 
such Court, Judge, person. Consul or Vice-Cmsul, attached, ^ipended <» subscribed to 
any such affidavit or to atry other document to be used for the purposes of tiiis Part 


382. (J) Where a company has been dissolved, whether in putmiancc of this Part or 
of section 267 or otherwise, the Court may at any time within two years of the date of 
the dissolution, on application by the Liquidator of the company cr by any other penon 
who appears to the Court to be interested, make an order, upon such terms as the Court 
thinks flt, declaring the dissolution to have been void; and tfaerciqxm such proceedings 
may be taken as r^ght have been takm if the company had not been dissolved. 

(2) It shall be the duty of the person on whose tqipllcation the order was made 
within twenty working days after the making of the ordtf, to file a certified copy of the 
order with the Registrar who shall regista the same; and if such person falls so to do, 
he shall be punishable with fme which may extend to five hundred rupees to every day 
during which the default continues. 
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383. (7) Where the Registrar has reasonable cause to believe that a company is not 
carrying cti business or in opetaddn or where a company has not filed its nnniml returns 
or its balance sheets and profit and loss accounts for three consecutive years, the 
Registrar shall send to the company by post a letter inquiring whether the company is 
carrying on business or in operation. 

(2) If the Registrar does not within otic month of sending the IcttOT receive any 
answer thereto, he shall, within fourteen days after die expiry of the month, to the 
cOTnpany by post a registered letter referring to the firat letter, and stating that no 
answer diOTcto has been received and that, if an answer is not received to the second 
letter within one month ftom the date thereof, a nodee will be published in one PtigUBb 
newspaper and one vernacular newspaper circulating in the area in which the registered 
office of the cOTnpany is situate with a view to striking the nnnw. of the company off 
the register. 

(3) If the Registrar either receives an answer from the cOTnpany to the effect that it 
b not carrying on business or in operation, or does not within one month after sOTiding 
the second letter receive any answer, he may publish, a notice in newspaper as b 
provided in sul>section (2) that, at the expiration of three months frean the date of that 
notice, the name of the company mentioned therein will, luilem cause b shown to the 
contrary, be struck off the regbter and the cOTnpany will be dissolved. 

(4) If, in any case whme a compony b being wound-up, the Regblrar has reasonable 
cause to believe cither that no Liquidator b acting, or t^ the affnim of the company 
have been completely wound-up, and any returns required to be maH#' by the LiquidatOT 
have not been made for a period of six consecutive months, the Regbtrar shall publish 
a like notice in newspaper os b provided in sub-section (3). 

(5) At the expiry of the time mmtioned in the notice tefetred to in sub-section (3) 
or (4), the Regbtrar may, unless cause to the contrary b {aeviously shown by the 
company, strike ite name off the register, and shall publish a like notice as b prodded 
in sub-socticn (2), and on the publication of thb notice, the COTnpany shall stand 
dissolved: 

Provided that— 

(a) the liability, if any, of every director, matutger or other officer who was 

exerebing any power of nuuuigemcmt, and of every member of the company, shall 

OOTitlnue and may be mifOTCcd as if the company not been dissolved; and 

(b) nothing in thb sub-section shall affect the power the Court to wind-up a 

company the name of which has been struck off the regbter. 

((^ If a company, or any member or creditor thereof, feeb aggrieved by the company 
having been struck off the regbtOT, the Tribunal, on an application made by the 
cMiqMny, member or creditor before the expiry of twoity years from the publication 
of the notice aforesaid,^ may, if satisfied that the cOTnpony was, at the time the 
strikitig off, carrying on business or in operation or othOTwise that it i^ just that the 
company be restored to the regista, order the name of the company to be restated to 
the register; and the Tribunal tiuiy, by the ordOT, give such directions and mnkfi such 
provisions as seem just Cot {facing the company and all other persons in the same 
position as neatly as may be as if the nam e of t^ company had not beoi struck off. 

(7) Upon a certified copy of the order under sub-section (d) being delivered to the 
Regbtrar for registration, the cOTnpany shaU be deemed to have continued in existence 
as if lb name had not been struck off. 



Sec.2] 


THE GAZETTE QF INDIA EXTRAORDINARY 


239 


(5) A letter or notice to be sent under this section to a company may be addietncd 
to the company at its registered office, ch- if no office has been registered, to the care 
of some director, manager or other officer of the company, or If thMe fa no director, 
manager or officer of the company whose name and address ate known to the Regfatiar, 
may be semt to each of the persons who subscribed the memorandum, addressed to him 
at the address mentioiKd in the memorandum. 

(9) A notice to be s<mt imder thfa section to a Li(]uidator may be addressed to the 
Liqitidator at his last known place of business. 

PART vm 

Application of Act to existing companies 

384. This Act shall apply to all the existing companies of same class (inchiding an 
unlimited company) in the same marmer, in all respects and to the same extent, as if 
such each of tiie companies had been formed aiai registered imder this Act. 


PART DC 

Companies authorised to register under this Act 
385. (1) With the exceptions and subject to the provisions cemtained in this section— 

(a) any company consisting of seven or mc*e members, which was In existence 
on the first day of May, 1882, including any company registered imder Act No. 19 
of 1857 and Act No. 7 of 1860 or either of tb^ or under any laws or law in 
force in a Part B State, cottespemding to those Acts or either of them; and 

(b) any company formed after the date aforesaid, whether before or after die 
commencement of t^ Act, in pursuance of any Act of ParUament other than this 
Act or of any other Indian law (including a law in fence in a Part B State), or of 
any Act of Parliament of the U^ted Kingdom or Letters Patent in force in India, 
or being otherwise duly constituted according to law, and consisting of seven m 
more members; may at any time register under this Act as an unlimited company, 
or as a company limited by shares, or as a cmnpany limited by guarantee; and the 
registration shall not be invalid by reason only that it has taken place with a view 
to the company's being wound up; 

Provided that— 

6 of 1882. (0 a company registered under the Indian Companies Act, 1882 or under the 

7 of 1913. Indian Companies Act, 1913 shall not register in pursuance of this scctitm; 

(ii) a company having the liabUity of its members limited by any Act of 
Parlianrent other than this Act or by any otha Indian law (including a law in force 
in Part B State), or by any Act of Parliament of the United Kingdom or Letters 
Patent in force in India, and not being a joint stock cmnpany as defined in sectioti 
386, shall not register in pursuance of this section; 
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(UO a company having the liability of its momben limited by any Act of 
Parliament other than this Act or by any other TnHiiin law including a law in force 
in a Part B State), or any Act of Parliament of the United Kingdom or Letters 
Patent in force in India, shall not register in pursuance of this section as an 
unlimited company or as a company limited by guarantee; 

(iv) a oonqtany that is not a joint stock company as defined in section 386 shall 
not register in pursuance of this seodon as a company limited by shares; 

(v) a company shall not register in pursuance of this seetkm without the assoit 
of a tni^t^ty of such of its members as ate {Mcaent in petaon or whete proxies ate 
allowed, by proxy, at a general meeting summoned for the purpose; 

(vi) where a company not having the liability of its members Umited by any 
Act of Parliament or any other Indian law (including a law in force in a Part B 
State) or by any Act of Potilamoit of the United Kingdom or Lettcm Patent in 
force in b^a, h about to register as a limited company, the majority requited to 
assent as afcsesald shall ocmaist of not less than thre^fourths of the manbets 
present In person, or where proxies arc allowed, by proxy, at the meeting: 

(vii) where a company is about to registo' as a company limited by guarantee, 
the assent to its being so registered shall be accompanied by a resolution declaring 
that each member undertakes to contribute to the assets of die company, in the 
event of its being wound iq> while he is a member, or within one year after he 
ceases to be a member, for payment of the driits and liabilities of the company or 
of such debts and liabilities as may have been oontracled before be ceases to be a 
member, and of die costs, charges and expenses of winding up, aial to the 
adjustment of the rights’ of the contributories among themselves, such amount as 
may be required, not exceeding a specified amount 

(2) In computing any majority required to the purposes of sub-secdon (J) when a 
poll is demand^ regard shall be hod to the number of votes to whidi ca^ member 
is cndtled according to the tegukdans of the company. 

(5) Nodiing in this secdon shall be deemed to apply to any company the registered 
office whereof at die commencement of this Act is in Myanmar, Aden or Pakistan. 

386. (i) For the purposes of this Port, so far as it relates to the registration of 
companies as companies limited by shores, a joint-stock company means a company 
having a pcrmanmit paid-up or nominal share capital of fix^ amount divided into 
shares, also of fixed amount, or held and transferable as stock, or divided and held 
portly in the me way and partly in the other, and tomed on the princ^ilc of having for 
its members the holders of those shares or that stock, and no other persons. 

(2) Such a company, when registered with limited liability under this Act, shall be 
deemed to be a company limited by shores. 

387. Before the registration in pursuance of this Part of a. joint-stock cotniioriy, 
there shall be delivered to the Regis^ die following documents:— 

(a) a list showing the names, addresses and occupations of all persons who on 
a day named in the list, not being more than six clear days before the day of 
reglsttatiaii, were monbets of the company with the addition of the shares or stock 
hdid by them respectively, distinguishing, in cases where the shares ore numbered, 
each share by its number, 
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(b) a co|>y of ally Act cf Parliament or other liMllati law. Act of Parilament at 
the United Kingdmn, Royal Charter, Letters Patent, deed of settlement, deed of 
partnciship or other instrument cemstituting or regulating the company; and 

(c) if the company is intended to be registered as a limited company, a 
statement specifying the following particulars:— 

(i) the nominal shore capital of the company and the number of shares into 
which it is dhridod or the amount of stock of which it consists; 

(ii) die number of shares token hnd the amount paid on eadi share; 

(Hi) the name of the company, with the addition of the word "limited" or 
"private Limited" as the case may require, as the last wcod or words thereof; 
and 


(iv) in the case of a company intended to be registered as a compony 
limited hy guarantee, a copy of Ac resolution declaring the amount of the 
guarantee. 

388. Before Ac registration in pursuance of this Part of any company not beAg a 
joAt-stock company. Acre shall be delivered to Ac Registrar Ac following documents, 
namely; — 

(a) a list showing the names, addresses and occupations of the dlrcctcms, and 
Ae manager. If any, of Ac company; 

(b) a copy of any Act of Parliament or oAia’ Indian law. Act of Parliamoit of 
Ae United KAgdom, Letters Patent, deed of settlement, deed of partnersAp or other 
instrument constitutAg or regAatAg Ae company; and 

(c) A Ae case of a company Atended to be registered as a company limited by 
guarantee, a copy of Ae resolution dcclarAg Ac amount of Ae guarantee. 

389. The lists of members and directors and any oihet particulars relating to the 
company reqAred to be delivered to Ac Registrar shall be dAy verified by Ac 
declaration of any two at more directors or oAcr principal officers of Ae emnpony. 


3SK). The Registrar may require such evidence as he AAks necessary for Ac 
purpose of satisfyAg himself whcAer any company proposAg to be registered is or is 
not a joAt-stock company as defined A section 386. 


391. (/) Where a bankAg company wAcb was A existence on Ac first day of 
May, 1882, proposes to register as a limited company under this Part, it shall, at least 
thirty days before so registering, give notice of its Atention so to tegista-, to every 
person who has a bankAg account wiA Ac company, ciAcr by delivery of Ac notice 
to him or by postAg it to him at, or dclivciAg it at, his last known address. 

(2) If Ae bankAg company omits to give the notice required by sub-section (1), 
Acn, as between the company and Ae person for Ae time bcAg interested A Ac 
account A resp>cct of wAch Ac notice ought to have been given, and so far as respects 
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die account down to tbe time at which notice is given, but not further or otherwise, the 
cerdfleate of registtadon with limited liability shall have no opetadon. 

3ft2. Where the name of a company seeking registtadon under this Part is one 
which in the opinkm of the Central Oovemment is undesirable, the emnpany may, with 
the iqqifoval of the Central Oovemment signified in writlngr change its name with effect 
from the date of its registtadon under this Part: 

Provided that the like assent of the members of the company shall be required to 
the change of name as is requited by secdon 383 to the registtadon of the company 
under this Part 

3^0. When a company tegistos in pursuance of this Part with limited liability, the 
wotd "Limited" or tbe words "Private Limited", as die case may be, shall form, and be 
registered as, the last wotd or words of its name; 

Provided that this section shall not be deemed to exclude the operadoti of secdon 
13. 


394. On compliance with the requirements of this Part with respect to registradon, 
and on paymemt of such fees, if any, as are payable under the rules niBIltr*iU this behalf, 
the ReglsUar shall certify under his hand that the company applying for registradem is 
incorporated as a company under this Act, and in the case of a limited company that 
it is limited and thereupon the company shall be so incorporated. 

395. All pre^tty, movable and immovable (including acdonable claims), belonging 
to or vested in a company at the date of its registration in pursuance of this Part, shall, 
on such registradon, pass to and vest in the company as incorporated under this Act 
for all the estate and interest of the company therein. 

396. The registradon of a company in pursuance of this Part shall not affect its 
rights or llabilides in respect of any debt or ^ligadon incurred, or any contract entered 
into, by, to, with, or cm behalf of, the ccxnpany before registration. 

397. All suits and other legal proceedmgs taken by or against tbe cmnpany, or any 
public officer m' member thereof, which arc pending at tbe dmc of the registtadon of 
a company in pursuance of this Part, may be continued in the same manner as if the 
registration had rtot tokoi place: 

Provided that execution shall not issue against the propnty or person of any 
individual member of tbe company on any decree or order obtained in any such suit or 
proceeding; but, in the event of the property of the company being insufficient to satisfy 
the decree or order, on order may be obtained for win^g up the company. 

398. (I) when a company is registered in pursuance of this Part, sub-secdons (2) 
to (7) shall iq>ply. 

(2) All provisions contained in any Act of Parliamoit or other Indian law, or other 
instrument ccmsdtutlng regulating the company, including, in the cose of a company 
registered as a company limited by guarantee the tesoludon declaring the amount of the 
guarantee, shall be dc^ed to be condidons and reguladons of the company, in the 
same manner and with the same incidents as if so much thereof as would, if tbe 
oonqiany had been formed under this Act, have been requited to be inserted in the 
memorandum, were cmitained in a registered memorandum, and the residue thereof 
were contained in registered articles. 
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(i) All the ptovisirau of this Act shall apfdy to the compuiy and die monbezs, 
ccHitributorics and creditors thereof, in the same manna In all respects as if it had been 
fomed under this Act, subject as follows;— 

(a) the rules specifying the articles >«hall not i^ly unless and except in so far 
as it is adopted by ^lecial resolution; 

(h) the provisions of this Act relating to the numbering of shares shall not 
a{^ly to any joint-stock company whose shares are not numbered; 


(c) subject to the provisions of this section the company shall not have power, 
without the sanction of the Central Qovemment, to alta any provision contained in 
any Act of Parliament of the United Kingdom, Royal Charter or Letters Patent, 
relating to the company; 

(d) the company shall not have power to alter any provision contained in any 
Act of Parliamoit or other Indian law or in any Act of Paiiiamcnt of the United 
Kingdom, Royal Charter or Letters Patent, with reflect to the objects of the 
company. 

(e) in the event of the company being wound up, evay person shall be a 
contributory, in respect of the debts and liabilities of the company contracted before 
registration, who is liable to pay or contribute to (he payment of any debt or 
liability of the company contracted before registration, at to pay or ermtribute to the 
payment of any sum fer the adjustment of the rights of the members amcmg 
themselves in respect of any such debt or liability, or to pay or contribute to the 
payment of the costs, charges and expoises of winding iq> the company, so far as 
it relates to such debts or liabilities as aforesaid; 

(/) in the event of the canpany being wound up, every contributory shall be 
liable to contribute to the assets of the emnpany, in the course of the winding up, 
all sums due from him in respect of any such liability as aforesaid; and in the 
evart of the death or insolvency of any contributory, the provisions of this Act 
with respect to the legal representatives of deceased contributories, or with respect 
to the assignees of insolvent contributories, as the case may be, shall apply. 

(4) The provisions of this Act with respect to— 

(a) the reglstmtion of an unlimited company as a limited company; 

(b) the powers of an unlimited company on registration as a limited company, 
to increase Ac nominal amount of Its sh^ capital and to provide that a potion of 
its share capital shall not be capable of being called-up except in the event of 
winding up; 

(c) Ae power of a limited company to determine that a portion of its share 
capital shall not be capable of being caUed up except A the event of winding up, 

shall apply, notwithstanding any provisions contained m any Act of Parliament or other 
Indian law, or oAcr instrument constitutmg or regulating the cempany. 

(5) Nothing m this section shall auAotise Ac company to alta any such ptovisiems 
contained m any instrument constlAtmg a regulating Ac company as would, if ihe 
company had originally been formed under this Act, have been required to be contained 
A Ac memorandum and are not authorised to be altered by this Act. 
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(d) None of the provisions of ibis Act (^Mtt ftom of secticni 273) shaii 
doogale fiom any power of altering its ooosdtutioa ot regulations which may be vested 
fat the company, by virtue of any Act of Patiiatnent or other TtMUti Law, (V other 
faistmmcat oon^tudng or legulatliig the company. 


(7) fat dlls secdoo, the exproHlon 'instrument” includes deed of settlement, deed of 
porlttorship, Act of Parliament of the United Kingdom, Royal Charter and Letters Patent 


399. (7) Subject to the provisions of this secdcMi, a company registeted in pursuance 
of this Part may, by a qiecial resohidon, alter the form of its (xmsdtudon by 
subsdtu'faig a metnoratidum and articles for a deed of settlement. 


(2) Ihe Provisions of sections 10 and 11 with respect to an alteraticMi of the objects 
of a (ximpany shall, so far as af^lcable, aj^y to any alteration under this section with 
dto fctilowing modificademB:— 

(a) there shall be subatimted for the {Minted o(^ of the altered memorandum 

requfaed to be filed with the Registrar a {Minted of the substituted 

memorandum and articles; and 

(b) oa the registraticMi of the alteration being (xrtified by the Registrar, the 
substituted memcMatidum and articles shall apply to tiie (XMn{>Bny in the same 
manner as if it were a ccMn{>any registered under thin Act with that memorandum 
and those articles, and the (XMupeny's deed of settlement shall cease to apply to the 
(XMnpany. 


(S) An alteration under this sectiem may be made either witii or without any 
altcraticMi of the objects of the ocMnpany under this Act. 


(4) In this aecti(M), the expressicMi "deed of settlement" itx;ludo8 any deed of 
partnership. Act of Parliament of the United KingckMii, Royal Charter of Letters Patent, 
CM otiier instrumoit cxMistituting ot regulating the campany, not being an Act of 
Parliament or other Indian law. 


400. Ihe provisicMis of this Act with respect to staying and restraining suits and 
other legal proceedings against a com{)any at atry time after the presentatlcMi of a 
petitl(Mi for winding up and befcMe the mnUng of a winding iq> order, shall, in the case 
of a ccMnpany registered in pursuance of this Part, where the a{^licaticMi to stay cm 
restrain is by a creditor, extend to suits and other legal proceedings against any 
(xMitributory of the (xMn{wny. 


401. Where an order has been tnade for winding up, or a {Movisitmal Liquidator has 
beeti ap{x>lntcd for, a c(Mn{>any registered in pursuance of this Part, no suit ot other 
legal pixxxeding shall be prcx>eedcd witii cm ccanmencMd against the (xniqiany cm any 
contributory of the ccMiqiany in tespoct of any debt of the company, exce{>t by leave of 
the Court and except cMi such terms as the Court may impose. 
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PART X 

Rboittration offices anp officers and fees 
CHAPTER I 

Registration office and Registrar 

402. (7) The Central Government may, by notification, appoint a Director 
General of Inspection and Investigatifm (hereinafter referred to ns "IMreclor 
General") and as marry Addi^Jonai, Joint, Deputy or Assistant Directors General 
of Inspection and Investigatioo as ft may think, to assist the Director General fbr 
exercising powers of Irupection and investigation as contained In this Act. 

(2) The Director General shall be responsible for die conduct of all inspectioos and 
investigations under this Act and shall exercise such supervision and oonttDl over all the 
inspections or investigations made under this Act and to perform such ftmetiotu and 
discharge such duties as may be given to him by the Central OovemmcnL 

(3) The Director General shall perform his functions under the general superviskm 
of the Central Government and the other officers appointed tinder sub-section (1) shall 
work under the direction of the Director Ocnetal and shall be responsible to him. 

(4) The Central Government may provide for such other ofScers and other 
employees to assist the Director Gtmetal to catty out his functions under this AoL 

403. (J) For the purposes of the registration of companies under this Act, there 
shall be offices at such places as the Central Government, having regard to the number 
of companies in any pl^, thinks fit. 

(2) The Central Government may appoint such Regtatrara, and such 
Additional, Joint, Deputy and Assistant Registrars as It thinks necessary for the 
registration of companies under this Act, and may make regulatioiis with respect 
to thefa* duties. 

(3) The salaries of the persons appointed under this section shall be fixed by the 
Central Government. 

(4) Hie Central Government may direct a seal or seals to be ptqNued for tire 
authentication of documents required fix’, or connected with, the registtatioo of 
companies. 

(5) Wf'cncver any act is by this Act directed to be done to cx by the Registrar it 
shall, until the Cent^ Govetnmoit otherwise directs, be done to or the existing 
registrar of companies, or Joint-stock companies or in his absence, to or by such person 
as the Central Government may Rx the time being authorise: 

Provided that in the event of the Coitial Government altering the constitution of the 
existing registry offices or any of them; any such act shall be done to (X by such 
officer and at such place, with rofi^oce to Ac local situatiem of the registered t^oos 
of Ac companies concerned, as the Central Government may afpomt. 
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404. (I) Tile Central Oove mm ent may appoint such number of Regional Directors 
as it may consider necessary for exercising the powers and disdiarging the functions of 
Regional Directors under the provisions of this Act 

(2) The Central Oovemmort shall also define the jurisdiction in respect of which 
dte Regional Directors would exercise their powers and discharge their functions 
specified under sub-section (J). 

(3) The Regional Directors shall exercise such powers of supervision and control 
over the Reglstrats of Companies and Official Liquidators within his jurisdiction as may 
be specified by the Central Oovenunent 

405. (I) The Director O^etal, the officers appointed to assist him under sub¬ 
section (J) of section 403, the Regional Director and the Registrars shall exercise their 
powers and discharge their functions under this Act subject to the general supovision 
and control of the Central Oovemment and shall also be subject to such directions as 
may be given to them by the Central Government 

(2) The regimial Directors and the Registrars shall also exercise their fimctlons 
under this Act subject to any directions that may be given by the Director Gmeral. 

406. (J) Without prejudice to the provisions of section 403, the Central Qovemmmt 
may enter into on agreement with any company which in the opinion of the Central 
Oovemmoit is capable of perfcvming such functions of the Registrar as specified in 
sutvsecdon (2) and included in the agreemmt at such places as may be specified in the 
agrecunent. 

(2) The fimetiotB that may be assigned to licensed registrarB under sub-section (I) 
by an agreement under that sub-section shall be as follows:— 

(a) acceptance and registration of documents; 

(ft) incorporation of ccrnipanies; 

(c) inflection of documents by public; 

(d) power to make inquires, in so far as it is related to the functions assigned; 

(e) providing evidence before the Court or Tribunal; 

(/) supply of information or data to the Central Government; and 

(g) such other facts as are considered necessary by the Central Government for 
the purpose of specifying it as a licensed Registrar for performing. 

(3) Where a licensed Registrar has been appointed for a place, for performing such 
of the fimetions of tiie Registrar under this Act,— 

(a) the Registrar fipointed by the Central Oovonment under secticn 403 shall 
not perform such functions in respect of that area; 

(h) the licensed Registrar shall keep all the information and documents 
furnished to him under the {vovisions of this Act in strict confidence and on behalf 
of Government; 

(c) furnishing all such information to the Central Oovonment as and when 
required by it; 
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(d) comply with all instiucdons or dirccdons by the Coittal Ci^vr rnmmt; 

(e) band over all the materials and infonnadon to the Central Government aAer 
the terminadon of the agreement; 

(f) the licensed Registrar shall not perform any of the functkms relataUc to 
companies belonging to the same group as the licensed Registrar; 

(g) such other materials as may be specified in the agreement. 

Explanation .—For the purpose of this sub-secdon, the expression "group" shall have 
the same meaning as in the Monopolies and Restriedve Trade Practices Act, 1969. 

(4) 7110 agreement shall provide that a contravention of arty <>f terms and 
conditions or the provisions of this sccdon, the llccnaed Registrar or the officers who 
are in default sbaU be liable to imprisonment for a term not exceeding five years 
liable to fine which may extend to fifty thousand rupees. 

(J) Fat the removal of doubts, it is hereby declared that the licensed Registrar nhnll, 
so long as he performs the funedons of the Registrar under this Act, shall be 
43 of 18450.15 to be a public servant imder sccdon 21 of the Indian Penal Code. 


407. (I) Save as otherwise provided elsewhere in this Act, any person may— 

(a) inspect any document kept by the Registrar in accordaiMx with the rules 
made from time to time being dwumoits filed or registered by him in pursuance 
of this Act, or making a reerxd of any fact required or authorised to be recorded 
or registered in pursuance of this Act, on payment for each inspeedm of such fees 
as may be prescribed; 

(A) requite a ootdficato of the incorpetadon of the emnpany, or a copy or 
extract of any other document or any part of any other document to be certified 
by the Registrar, on payment in advance of such fees as may be prescribed. 

(2) No process for compelling the produedon of any docummt kept by the 
Registrar shaU issue from any Court or the Tribunal except vrith the leave of that Court 
or the Tribunal and any such process, if issued, shall bear thereon a statement that it is 
issued with the leave of the Court or the Tribunal. 


Inspection, 

produetkm 

and 

evidence of 
dooumraits 
kept by 
Rcgislm 
and admia* 
sibillty eg 
micro films, 
etc., as 
evidence. 


(5) A copy of, or extract from, arqr document kept aixl registered at any of the 
offices for the regislralion of companies undo- this Act, certified to be a true copy 
unu.r the hand of the Registrar (whose official position it shall not be necessary to 
prove), shall, in all legal proceedings, be admissible in evidence as of equal validity 
with the original document. 

(4) Notwithstanding anything ermtained in any other law for the tune being in 
fcMce,— 


(a) a micro film of a document or the reproduction of the itm^e or images 
embodied in such micro film (whether barged or not); 

(b) a facsimile copy of a document; cr 

(c) a statement contained in a document and included in a printed tti«rrt4al 
produced by a computer (hereinafia referred to as a "cmnputcr j^tout"), if the 
ermditions mentioned in sub-section (5) are satisfied. 
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Enfatccmcnt 
of duty of 
company to 
make 
returns, 
etc., to 
Registrar. 


Fees to be 
paid. 


shall be deemed to be also a document for the purposes of this Act and the rules tnndw 
tbctcunder and shall be admissible in any proceedings theteundcr, without further proof 
or production of the original, as evidence of any contents of the original or of any fact 
stated thetein of which direct evidence should be admissible. 

(5) The conditions referred to in sub-secdon (4) in respect of a con^uter printout 
shall be the following, namely:— 

(a) the infotmadon contained in the statement reproduces or is derived from 
returns and documents filed by the company on paper or on computer network, 
floppy, diskette, magnedc cartridge tape, CD-rom or any other computer readable 
media; 

(b) while receiving returns or documents on computer media, necessary checks 
by scanning the documents filed on computer media wiU be carried out and media 
will be duty authenticated by the Registrar; and 

(c) the Registrar shall also take due care to preserve the computer media by 
duplicating, transferrinK, mastering or storage without loss of Hutu. 

408. (1) If a company, having made default in cmnplying with any provision of 
this Act which requires it to file or register with, or deliver ot send to, the Registrar 
any return, account or other document, or to give notice to him of any matter, fails to 
make good the default within fourteen days after the service of a notice on the 
company requiring it to do so, the Tribunal may on an application made to it by any 
member or creditm- of the company or by the Registrar, make an order directing the 
company and any officer thereof to make good the default within such time as may be 
specified in the order. 

(2) Any such order may provide that all costs of and incidental to the ^plication 
shall ^ borne by the company or by any officers of the company responsible for the 
default 

(3) Nothing in this section shall be taken to prejudice the operation of any 
provisions in this or any other Act imposing penalties on a company or its officers in 
respect of any such default as aforesaid. 

Chapter II 

Fees payable under the Act 

409. (7) There shall be paid to the Registrar in respect of several matters mentioned 
under this Act such fees and in such matmer as may be prescribed. 

(2) Any document required or authorised by this Act to be filed or registered, or 
any fact required or authorised by this Act to be registered, with the Registrar on 
payment of the fee specified therefor, may, without prejudice to any other liability, be 
filed or registered after the time, if any, specified in this Act for its filing or 
registration on payment of such fee for belated filing or registration in such maimer as 
may be prescribed. 
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410. All fees, charges, and otha sums paid to any Registrar or any other offlocr of 
die Centrai Government in pursuance of this Act shall be paid into the Public Account 
of hidia^in such manner as may be prescribed. 


411. (7) Any Court trying an offence for a default in ocnnpliance with any 
provision of this Act which requires a ctunpany or its officos to file or reglstn with, 
or deliver or send to, the Registrar, any return, account or other document, may at the 
dme (rf smtencing. acquitting or disdiarging the accused, direct by order, if it thlnbi fit 
to do so, any officer or other employee of the company to file ot register with, deliver 
or send to, the Registrar on payment of the fee or fees required to be paid under 
secdon 409, such return, account or other document within such dme as inay be 
specified in the order. 

(2) Any officer or otbei employee ai the company who fails to cotrqily with an 
order of the Court under sub-section (I) shall be punishable with imprisonment for a 
term which may extend to six memths, or with fine, or with both. 

CHAPTER HI 

Power of Central Government 

412. (7) Whoe the Central Gov^nment b of the opinion— 

(a) that the affairs of any company ate not being managed in accordance with 
sound business principles or prudent commercial ptacdccs; or 

(b) that any company b being managed in a manner likely to cause serious 
injury and damage to the interest of die trade, industry or budness to which it 
pertaitis; or 

(c) diat the flnancbl posidon of any company b such as to endanger its 
solvency; or 

(<7) that grave irregularities m' contravoidon of the ptovbkms of thin Act in 
relation to the maintenance of accounts of the emnpany or in the conduct o€ audit 
which have tended to erode the faith and confidence In the {m^r management of 
the company in the opltdoo of the members of the company; or 

(e) that the management of the company b in any manner prejudicial to the 
interest of members or creditors of the company or to the public interest, 

the Central Government may at any time by atdet direct that a special audit, cost audit 
or secretarial audit of the company’s accounts as it may ccmslda necessary, shall be 
conducted either by a chartered accountant, or a cost accountant or a company secretary 
or a firm of such professionab, as the case may be, or the company’s auditor himself 
for such period or periods specified in the order. 

(2) An auditor referred to in sub-secdon (7) shall have the powers and dudes of 
an auditor and an inspector under thb Act and shall fti mish hb report to the Central 
Government 


FMs, etc., 
paid to 
regbliar 
arid other 
offioetB to 
be accoun¬ 
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(J) The report of the petnem referred to in sub-itectloa (7) shall, as far as may be, 
mchide all matters tetjulred to be Included in the statutcHy auditors report under rtit« 
Act and shall also include a statement on any other matta which may be referred to 
him by the Central Oovemment by the order. 

(4) The Central Government may by orda direct any postm specified in the order 
to fttmish to the petsoo refored to in sub-section (7) within such tilhc as may be 
specified therein such information or additional informatioD as may be required by the 
said person in ctHUiectlon with the audit to be ccarducted iwmW tbk section. 

(5) Any ^utc to comply with such order by any such persem shall be pini«hahb. 
with fine which tnay extend to five thousand rupees. 

(<5) On receipt of the r«^>ort of the auditcr under this section, the Central 
Government may taloe such action cm the report as it conslchsts ticccssary in 
with the provisions of this Act ot any other law fw the time being in force. 

(7) The expenses of, and incidental to, ai^ audit conducted under this section 
(including the remuneration of the auditor) shall be determined by the Central 
Oovemment (which determination shall be fltjal) and paid by the cmnpany and in 
default of such payment shall be recoverable from the cothpany as an arteu of land 
revenue. 


Power to 
call f(» 
information 
from 

Department 
of Govern¬ 
ment, etc. 


413. The Central Govorunent may, if it cemsiders it necessary, for the purpose of 
updating any information about the working of a company or with respect to comparties 
generally or to any other matter for the better administration of this Act, call for any 
information from any office or department of any Government or organisation; whether 
under the control of the Government or otherwise, including banks and financial 
institutions and it shali be incumbent cm such office, department or other organisation 
to comply with such request within such time as may be specified in the order 


Provided that no infetmation which has come into the pooscsslon of any office or 
department or organisation as a confidential communication or information not requited 
by any provision of law to be disclosed, shall not be furnished to the Central 
Oovemment or shall be furnished only with such deletions as the officer, department or 
other organisation may consida necessary. 


Establish¬ 
ment of 
Investor 
Education 
and 

Protection 

Fund. 


414. (7) The Central Oovemment shali establish a fund to be called the Investor 
Education and Protection Fund (hereafter referred to in this section as the "Fund"). 

(2) There shall be credited to the Fund flic following amounts:— 

(a) amounts in the unpaid dividend accounts of companies; 

(fe) the application moneys received by companies for allotment of any 
securities and due for refund; 


(c) matured deposits with companies; 

(d) matured debentures with companies; 

(e) the interest acemed on the amounts refened to in clauses, (u) to (d) above; 

(/) grants and donatitms given to the Fund by the Central Oovonment, State 
Governments, companies or any other institutions for the purposes of the P ntifl; and 


»«/IW/P^27-B 
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(g) tfac Interest or other inccane received out of the investments made from the 

Fund: 

Provided that no sudi amount refetred to in clauses (a) to (d) shall fom part of the 
Fund unless such amounts have r emaine d unclaimed and unpaid fer a period of seven 
years fiom die date they became due for paymoit. 

Explanation .—For the removal of doubts, it is hereby declared that no claims shall 
lie against the Fund or the company in respect of li^vidual amounts which were 
unclaimed and unpaid for a period of sevm years from die dates that they first became 
due fcH* payment and no payment shall be made in respect of any such claims. 

13) The Fund shall be utilised for promodoo of investor awareness and protcctltm 
of die interests of investors in accmdance with such rules as may be prescribed. 

(4) The Central Government shall specify an authority or committee, with such 
members as the Central Government may appoint, to a dm i nis ter the Fund, and 
nudntaln separate accounts and other relevant records in relation to the Fund In 
such form as may be prescribed in consultation with the Comptroller and Auditor- 
General of India. 

(5) It shall bo competent for the authority or cmnmlttec appointed under sub- 
sccdon {4) to spmd moocys out of the Fund for carrying out the objects fm^ which the 
Fund has been established. 

CHAPTER IV 

National Advisory Committee on Accounting Standards 

Consdtudon 
of Nadonal 
Adviscay 
Committee 
on Accoun- 
tmg 

Standards. 


(a) a Chairman, who shall be a person of eminence well versed in accountancy, 
dnance, business administradoo, business law, economics or similar discipline; 


38 of 1949. 

23 of 1959, 

56 of 1980. 

(c) one representative of the Central Government to be nominated by it; 

(d) oac representadve of the Reserve Bank of India to be nominated by it; 

(e) one representadve of the Comptroller and Auditor-Genoal of India, to be 
nominated by him; 

(/) a person who holds or has held the office of professor in accountancy, 
finance or business management in any university or deemed university; 


(b) one member, each nominated by the Insdtute of Chartered Accountants of 
India, constituted under the Chartered Accountants Act, 1949, Insdtute of Cost and 
Works Accountants of India, consdtuted under tfac Cost and Works Accountants 
Act, 1959 and the Institute of Company Secretaries of India consdtuted under the 
Company Secretaries Act, 1980; 


415. (J) The Central Govermnent may, by notincation, constitute an Advisory 
Committee to be called the National Advist^ Conunittee on accounting Standards, 
hereafter In this section referred to as the "Advisory Committee" to advise the 
Central Government on the formulation and laying down of accounting policies 
and accounting standards for adoption by companies or class of companies under 
tbb Act. 

(2) The Advisory Committee shall consist of the following membctB, namely;— 
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(g) the of the Central Board of Direct Taxes, constituted under 

Central Boards of Revenue Act, 1963, c* hiS nominee; 

(A) two monbers to reptesent the diambera of commerce and Industry, to be 

nominated by the Central Government', and 

(i) one repreaentative of the Securities and Exchange Board of India, to bo 

nomiiiated by it 

(3) The Advisory Committee shall give its rccommendatimis to the Central 
Government on such matters of accounting policies and standards aitd auditing as may 
be referred to it for advice from time to time. 

(4) The members of the Advisory Committee shall hold office for such terms as 
may be determined by the Central Government at die time of their appototmwit and any 
vacancy in the mtanbersh^i in the Committee shall be filled by the Central Government 
in the same manner as the member whose vacancy occurred was filled. 

(J) The Don-offlclal members of the Advisory Committee shaU be entitled to 
such fees, travelling, convf^ance and other allowances as are admissible to the 
officers of the Central Government of the highest rank. 

PART XI 

Company law tribunal 

416. (/) The Central Government shall, by notification, constitute a Tribunal 
to be known as the Tribunal to exercise and discharge such original and appeUate 
powers and Ainetions as are, or may be conferred upon tife Tribunal by or under 
this Act or under any other law. 

(2) The Tribunal shall consist of Presldeot, Vice-President and such number 
of Judicial and technical members, as the Central Government deems lit: 

Provided that the Central Government may, by notification, continue t^ 
appointment of the Chairman, Vice-Chairman or any other member of the Boarf 
of Company Law Administration, fiincticming as such immediately before toe 
commencement of tbto Act, as the President, Vice-President or any other member 
of the Tribunal after such commencement for such period not less than their 
fTtatfaig terms of office, as may be specified In the notification. 

(3) A judicial member shall be a person who has held a Judicial office in the 
territory of India or who has been a member of the Indian Legal Service or who has 
been an advocate of a High Court or has been a memb« of the Central Company Law 
Service (Legal Branch) with such seniority and experience and such qualifications, as 

may be prescribed. 

(4) A member shall be a p«Bon who has been in the practice of 

accountancy as a chartered accountant ot as a company secretary in whole time pr^tice 
or as a cost accountant in whole-time practice or, has been a member of the Centrm 
Company Uw Service (Accounts Branch) with such seniority and experience and such 
qualificaitions, as may be prescribed. 

(5) The Central Government may ordinarily appoint a Judicial member of the 
Tribunal to be the President thereof. In consultation with the Chief Justice of 
India or his nominee. 
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(6) The Central Government may aleo ^ipoint one or more members of the 
Tiibunai to be the Viee-Presldent or, as the case may be, Vke-PtesideniB thereof 
in consultation with the Chief Justice of India or hta nominee. 

(7) Sul^ect to the foregoing provisions of this section, the otha terms ayut 
conditkms of srarvioo of the President, Vlcc^Ptceident, other members and staff <rf tbs 
Tribunal shall be such as the Central Oovemmrat may, by rules specify. 

(S) The President. Vice-President, other Members ami officers and staff of the 
Tribunal shall be deemed to be public servants wi thin the meaning of section 21 of the 
45 of 1860. Indian Penal Code. 

(9) The President shall exerdse such financial and administrative powers as may be 
vested in him by the Central Government 

(JO) The Vice-President shall exercise such of the powers ami perform such of the 
fimedotts of the President as may be delegated to him by the President by a general 
order or special order in writing. 

(JJ) No act done by the Tribunal shall be called in question on the ground any 
defect in the constimdon of, or the existence of any vacancy in the Tribunal. 

417. (J) Subject to the provisions of this section, the powem of die Tribunal may 
be exercised by benches constlmtcd by the President out of which chc nlii.11 be a 
judicial member and another shall be a technical member. 

Provided that it shall be competent for the Vice-President or any other Mmber 
autboriBcd in this behalf to funcdmi as bench consisting of a single member and 
exercise the jurisdiction, powers and authority of the Tribunal in respect of such nIaM 
of cases or such matters pertaining to such class of cases, as the President may, by 
genoal or special order specify: 


Provided further that if at any stage of the bearing of any such case (» matter, it 
appears to the Vice-President or such member that the case matter is of such a 
nature that it ought to be heard by a bench consisting of two me- miirn?, the case or 
matter may be transferred by the President or, as the case may be, referred to him for 
transfer to such bench as the President may deem fit. 

(2) The President may, fw the disposal of any particular case, constitute a special 
bench consisting of three or more mranbers, one of whom shall necessarily be a judicial 
member and a technical member. 

(3) If the members of a bench differ in opinion on any point or points, it shall be 
drcided according to the majtwity, if there is a majority, but if the manbets ate equally 
divided, they shall state the point or points on which they differ, and the case hImII be 
referred by the President for hearing on such pobt or points by one or more of the 
other members of the Tribumd and such point or points shall be decided according to 
the opinion of the majority of members of the Tribunal who have heard the case, 
including those who first heard it. 

(4) There shall be constituted, such number of benches, as may be notified by the 
Central GovemmenL 

(5) In addition to the other bmehes, there shall be a principal bench at New Delhi 
presided over by the President or Vice-President. 


Constitution 
of bimefaes. 
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(6) The principal bench of the Tribunal shall have poweta of transfer of proceedings 
from any bench to another bendi of the Tribunal in the event of inability of any bench 
botn heating any such proceedings for any reason: 

Provided that no transfer of any proceedings shall be mAde under this sub-section 
except after recording reasons for doing so in writing. 

418. (1) Every bench constituted under sub-section (7) of section 417 shall have 

powers of a civil court while trying a suit, und«- the Ckrde of Civil Procedure, 1908, 5 of 1908. 

in respect of the following matters, namely;— 

(a) discovery arul inspection of documrarts or other material objects producible 
as evidence; 

(b) enforcing the attendance of witnesses and requiring the deposit of their 
expenses; 

(c) issuing of commissions; 

(d) compelling the production of documents or other material objects [»oduclblc 
as evidence and impounding the same; 

(e) appointing Committees for the investigation of any matter, including the 
giving of any expert opinion or advice on any mattes' specified it; 

(/) examining wlmesscs on oath; 

(g) granting adjournments; 

(A) reception of evidence on affidavits. 

(2) Every bench shall be deemed to be a Civil Court for the purposes cf section 
193 and Chapter XXVT of the Code of Cri mina l Procedure, 1973 and every proceeding 2 of 1974. 
befcae the bench shall be deemed to be a judicial proceeding wi thin the meaning of 
sections 193 and 228 of the Indian Penal Code and fat the purpose of section 196 of 45 ol 1860. 
that Code. 

(J) Without prejudice to the foregoing provisions of this section the Tribunal shall, 
in the exercise of its powers and the discharge of any of its functions under thU Act, 
or any other law, be guided by the principles of natural justice and shall act in its 
discretion. 

(4) Subject to the foregoing provisions of thb sectiem, the Trib unal whall have 
power to regulate its own procedure. 

(5) An appeal against the cxder of the Rcgiotial Director imposing any Ene under 
this Act, shall be preferred to the Tribunal within sixty days of tire date on which the 
order sought to be appealed against, is communicated to the company or the officer, as 
the case may be; 

Provided that the Tribunal may, if it is satisfied that the appellant was prevented by 
suffloient cause from filing the appeal within the specified p^od of sixty days, allow 
it to be filed within a further period not exceeding sixty days. 

419. (7) The Tribunal may, after giving both the parties to any proceeding before 
it, an opportunity of being heard, pass such orders thereon as it thinks flL 
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(2) The Tribunal may, at any time within two yean from the date of the etder, 
with a view to tectlfylng any mistake apparent from the rooend, amend any <xder passed 
by it under sub section (1), aral idiall make such amendment if the mistake is tnought 
to its notice by the parties. 

(5) The Tribunal shall send a cc^y of any order passed under this sectioa to all the 
parties concerned. 

420. (7) Any petson aggrieved by any decision or older of the Tribimal may file Appeals 

an appeal to the High Court in whose jut^dlction the icgistened office of the company against 
is situate within sixty days of the date of communication of the ewder of the Tribunal the order 
to him on any question of law arising out of such order of the 

Tribunal. 

Provided that an appeal filed under this section shall be heard by a division bench 
of the High Court consisting of two sitting judges: 

Provided further that the High Court may if it is satisfied diat the appellant was 
prevented by sufficient cause from filing die appeal within the specified period, allow 
it to be filed within a further period not excee^g sixty days. 

(2) Notwithstanding anything contained in sub-soction (7), if on an applicatioa made 
by a party to the proceeding before it, the Tribunal is of the opinion that, on account 
of a conflict in the decisions of the High Court in respect of any particular questiem of 
law, it is expedient that it should be decided by the Supreme CtWt, an ^ipeal shall lie, 
on a certificate issued by the Tribunal, direct to the Suprane Court 

421. The Tribunal shall have power to review Its own orders. Power of 

review. 

422. The Tribunal shall have the same jurWictlon, powers and authority in retqiect Power to 
of contempt of itself as the High Court has and may exercise, for this purpose under punish for 

70 of 1971. the |vovislons of the Contempt of Courts Act, 1971, shall have the effect subject to contempt 
modifications that— 

(a) the reference therein to a High Court shall be construed as Including a 

rcfetence to the Tribunal; 

(b) the references to Advocate General in section IS of the said Act shaU be 

construed as a reference to such law offices as the Central Government may specify 

in this behalf. 


423. Notwithstanding anything contained in the Monopolies and Restrictive Trade Tribunal 
54 of 1969. Practices Act 1969, the Consumer Protection Act 1986 or any otha law for the time to hear all 

68 of 1986. being in force, any dispute arising out of any of the provisions of this Act or with matters 
respect to any matter dealt with in this Act for whldi no provision has been made in arising 
the Act for its determination shall be decided only by the Tribunal and not by any under the 
Court Tribunal at other authority. Act. 
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(S) Every okIct under sub-scction (1) addressed to an individual company wliiill be 
served on it in the manner laid down in section 25. 

(4) For the pmposc of satisfying itself that any information or statistics ftanlshcd 
by a conyrany in pursuance of any order under sub-section (/) is correct and m m pie tc, 
the Central Govermnent may require such company— 

(a) to produce such records or documents in its possession or imdcr its oontred 
for in^iectioa, before such offleer and at such time as may be ^lecifled by tbc 
Central Government; or 

(b) to furnish such further information as may be tqrecificd by the Central 
Government and within such time as may be fixed iL 

(5) The Central Govermnent may also, order, direct an inquiry to be mad*- by 
any p^son or persons named in the orxlcr— 

(a) feu the purpose <rf obtaining any information or statistics which a company 
has failed to furnish as required of it I^ an orda under sub-section (i); tx 

(b) for the purpose of satisfying itself that any infmmation or statistics 
fiimlshed by a company in pursuance of an order made under sub-section (I) is 
correct and complete; and in so far as such information ot statistics may bo found 
to be incorrect ot incomplete, for the purpose of obtaining such information or 
statistics as may be necessary to make the information ot statistics fiimisbed correct 
and complete, 

and a person or pcrsmis so appointed shall, for the purposes of such inquiry, have such 
powers as may ^ prescribed. 

(6) If any company falls to comply with an order made under sub-section (I) or 
(4), or knowingly fimiisbos any information or statistics which is incorrect or incomplete 
in any material respect, the company, and every officer (rf flie company who b in 
default, shall be punishable with imprisonment which may extend to two years, or with 
fine which may extend to ten thousand rupees, ot w|th both; 

Provided that no such person shall bo punishable under this sub’section, unless the Court is 
satisfied that he was in a potion to comply with the order and mndu wilful default in dnbig so. 


424. (J) The Central Govonmeot may, by order, require conqianics generally, or 
any class of companies, or any company, to fiimlah sudi information ot statistics with 
regard to their or its constimtion or working, and within such time, as may be specified 
in the mdcr. 

(2) (d) Every order under aub-seetkm (/) addressed to companies generally or to 
any class of companies, shall be publiabed in the Official Gazette and in such other 
manner, if any, as the Central Govenunent may think fit. 

(b) The date of publloatimi of the order in die Official Gazette nh«11 be deemed to 
be the date on which the demand for information or statistics b niiutr on such 
companies or class of companies, os the case may be. 
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(7) An order requiring any information or statistica to be fumlshed fay a company 
may also be addressed to any person who is, or has at any time been, an offloer or 
cmjdoycc of the company, and all the provisions of this socdoii, so far as may be, nhull 
appfy- in relation to such person as they apply in relation to the cmnpony. 

(8) Where a body Corporate incorporated outside India and having established an 
office within India, carries on business in India, all tefctenccs to a cmnpany In this 
section shall be deemed to include references to t^ body ocHpoemte in relation, and only 
in relation, to such business. 
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Application of Act to companies governed by Special Acts 


425. The provisions of this Act shall apply— 

(a) to insurance companies, except in so far as the said pcovisioos are 
inconaistetit with the provisions of the Insurance Act, 1938; 

(b) to banking companies, except in so far as the said provisions ate 
inconaisteQt with the provisions of the Banking Reguladon Act, 1S>49; 

(c) to companies engaged in the generation or supply of electricity, except in 
so far as the said provisions ore inconsbtent with the ptovisionB of the 
Electricity Act, 1910 or the Electricity (Supply) Act, 1948; 
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(d) to any other company govoned by any special Act for the time being in 
force, except in so for as the said provisions arc inconsistciit with the provisiom of 
such special Act; 


(e) to such body corporate, incorporated by any Act for the time being In fence, 
as the Central Government may, by notifleation, specify in this behalf, subject to 
sudi excepdons, modlflcadons ct adaptadons, as may be apeolfled in the 
nodficadon. 


Application of Act to Government companies 


426. (i) In the case of a Oovemment company, the following provisions hIimII 
apply, notwithstondbg anything contained in secdons 180 to 188. 

(2) The auditor of a Oovemment company shall be appointed or reHqqxdntcd the 
Central Government on the advice of the Comptroller and Audltor-Omctal of India and 
dK remuneradon of the auditor shall be flxed dirough a rcsoludon by the Board of the 
concerned Oovemment company. 
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(3) The Comptroller and Auditor-Ocnoal of India shall have power— 

(a) to dliet^ the manner in whidi the company's accounts shall be audited by 
the auditor appointed b pursuance of sub-secdon (2) and to give such andirnr 
instruedons m regard to any matter relatbg to the pcrfcsT u ancc of his funedons as 
such; 


(b) to conduct a supplementary or test audit of the company’s accounts by such 
person or persons as he may authorise b this behalf; and for the purposes of such 
audit, to require information or addidonal Informadoa to be fumlshed to any person 
or persons, so authorised, on such matters, by stlih person or persons, and b such 
form, as the Comptroller and Auditor-Ocncial may, by gcnc^ or ^>ecial order, 
direct 
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TTie suditcir sforceald ahsll mibmlt m copy of his sudlt repott to the CoCDptndkt 
•nd Auditor-Oeoetsl of lodli who shall havct^ right to comment upon, or mppletnentt 
the audit report in such manner as be may think fit. 

(5) Any such comments upon, or supplement, to the audit report shall be placed 
before the annual getwnl meeting of the company at the same time and In the ■a«»w» 
manner as the audit report 


^^^^*** Crttral Government Is a member of a Government company, 
the Central OovemmeuS shall cause an annual report on the wmldng and affairs of that 
company to bc^ 

(а) prepared within three months of Its annual general meeting befewe which the 
audit report Is jdaoed undor sub-acctlon (5) of section 426; and 

(б) as soon as ihay be after such preparation, laid before both Houses of 
Pkrliament together wiA a oopy of the audit report and any cmnments upon, or 
suppimnent to, the audit report, made by Ac Comptroller and Auditor-General of 
India. 

(2) Where in addition to the Central Government, any State Govoninenl is also a 
member of a Oovemtneni Company, that State Government shall cause a ccqjy of the 
annual lepwt prepared under sub-aectloo (7) to be laid before the House or both Houses 
of the State Legblaliue together wlA a copy of the audit report and the comnrents of 
suptdonent lefetied to In sub-aectloo (i). 

(5) Where the Central Government is not a member of a Government company, 
every State Oovemment which is a member of that company, or where only one State 
Government Is a member of the company, that State Oovemment shall cause an annual 
report on the working and affairs of the company to be— 

(<j) prepared within the time specified in sub^metioa (7); and 

(h) as soon as may be after such preparation laid before the House or both Houses 
of the State Legislature wlA a copy of the audit report and comments or Bun>lenient 
rcfeited to in sub-section (7). 

(4) The provisions of this section shall, so far as may be, apply tri a Oovenunent 
Company far liquidation as they apply to aiqr other Government company, 

42S. The provisions of section 426 shall apply to a company in which more Aan 
fifty pet cent of the paid-up share capita] is held by one or mote of the following or 
any combination therraf, as if it were a Oovemment company, tamely;— 

(<t) the Central Oovemment ai>d one or toon Oovemment companies; 

(b) any State Oovetnment or Oovcmtmaite and one or more Oovemment 
companies; 

(c) the Central Oovemment, one or more State Ooveimnents and one w mote 
Qoyemment companies; 

(<7) the Central Government and one or mote corporations owned or oontndled by 
Ae Central Qovcttiinent; 

(r) the Central Ooverrunent, one or more Stale Oovemmonta attd one or more 
ootporadons owned or control!^ by Ac Central Government; 
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(fi one or more c4iqx>nticns owned or controlled by the Ceninl Oovenunetit or 
the State OovcmmcDt; 

(g) more than one Oovenunent company. 

Modification of Act in its application to Nidhis and 
Mutual Bene^ Societies 

429. (7) In this aectlon, "Nidhi" or "Mutual Benefit Society* meana a oompaniy wfaidi 
the Central Government may, by notification, declare to be a "Nldhl*. or *Mutual 
Benefit Society*, aa the caae may be. 

(2) The Central Government may. If aatiafiod that it la neocaaaty or expedient ao to 
do In the public Intereat, by notlflcadim, direct that any df die ptoviaiona of thia Act 
Bpecified in the notification— 

(a) ahall not apply to or any Nidhi or Mutual Benefit Sooie^ declared as such 
under sub-section (7); or 

(b) riiall apply to any Nidhi or Mutual Benefit Society, declared aa such under 
thia section, only with such exceptions, modifleationB and adaptations, as may be 
qieclfied in the notification. 

(3) A copy of every notiflcatloo piopoaed to be Issued under sub-secdon (J\ riiall 
be laid fai draft before each House of Parliament, while It Is in sessloo, for a total 
period of thirty days which may be comprised in one session or two or mote sucoessive 
sessions, and if, before the expiry of the session immediately, following the session or 
the successive sessions aforesaid, both Houses agree in disapproving die Issue of the 
notificadon, or both die Houses agree in making any modification in the nodfloalion, 
die notificadon shall not be issued cw, as the case may be, shall be issued only in such 
modified form as may be agreed upon by both the Houses. 

<^nces 

430. (7) No Court, Tribunal or the Regional Director shall take cognizance of any 
offence under this Act (other than mi offence with respect to which proocedings ate 
insdtuted imder section 372), whidi is alleged to have been committed 1^ ai^ oompany 
or any officer thereof, except on the complaint In writing of the Registrar, or of a 
share^lder, of the company, or of a person authorised by the Central Oovemment or 
the Securities and Exchmge Board in that behalf: 

Provided diat nothing in this sub-section shall apfdy to a ptoaeoudon by a oonqiany 
of any of its officers. 

2 of 1974. (2) Notwithstanding anything contained in the Code of C riminal Procedure, 1973 

where the complainant un^r sub-section (7) is the Registrar or a person authorfaed by 
the Central Oovemment, the personal attendance of the complainant befctc the Court, 
Tribunal or the Regional Director trying the offence shall not be necessary, unless the 
(Tourt, Tribunal or the Regional Directm’ for reasons to be recorded in writ^ requhea 
his personal attendance at the trial. 

(3) Sub-secdon (7) shall not sf^ly to any action taken by the Liquidator of a 
company in respect of any offence alleged to have been oomnritted in reflect of any 
of mattets included in sections 282 to 383 or in any other provision of this Act 
relating to the winding up of companies. 
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{4) A Liquidator of a company shall not be deemed to be an officer of the company, 
withhi the meaning of sub-section (7). 

431. (/) Notwithstanding anything contained in the Code of Criminal Procedure, 
1973, every offence punishable under this Act may be compounded,— 

(a) before the instlmtlon of any prosecution,— 

(0 by the Director General, where the thence is punishable by imprisonments; 


(ii) where the offence is punishable cmly with fine, by die Regional Director; 

(b) where the prosecution has been instituted, the offence be compounded 
only with the permission of the court in which such (4Teoce is unda trial on 
payment by the company or the officer, as the case may be, to the Central 
Oovemment to such sum as the court, may specify. 

(2) Every contravention other than the offences undo* this Act shall be compounded 
by the Regional Director on payment or credit by the company or officers, as the case 
may be, to the Central Government, of such amount as the Directed General and 
Regional Director, having jurisdiction, as the case may be, as may be qieclfled. 

432. (I) Notwithstanding anything cemtained in the Code of Criminal Procedure, 
1973, any offence punishable under this Act shall— 

(a) be tried by the Metropolitan Magistrate or by a Judicial Magistrate of the first 
class having jurisdiction to try that offence; and 

(b) be dc'mied to be tion-cognizable within the meaning of the said Code. 

(2) An appeal against the order of the Regional Director under sub-section (2) of 
section 431, imposing any fine shall lie with the Tribunal. 

433. (i) Notwithstanding anything contained in the Code Criminal Procedure, 
1973, the Central Government may appoint generally, or in any case, or for any 
specified class of cases in any local area, one or more persons, as Company Prosecutors 
for the conduct of prosecutions arising out of this Act; and the pmons so appointed as 
Company Prosecutors shall have all the powers and ^vilegcs conferred fay that Code 
on public prosecutors appointed under that Code. 

(2) Notwithstandbg anything contained in the Code of Criminal Procedure, 1973, 
the Central Oovemment may, in airy case arising out of this Act, direct any company 
prosecutor or authorise any other officer of Central Government cither by name or fay 
virtue of his office, to present an appeal from an order of acqulltol passed by any Court 
other than a High Court and an appeal {xesented by sudi ptosecutctf or other officer 
shall be deemed to have been vali^ presented to appellate Court. 

434. (J) In respect of any case Instituted upon the complaint of a shareholder against 
the company or any officer therc<4' in pursuance of section 430, the {novisiom of 
section 230 of the Code of Criminal Procedure, 1973, shall mt a{^ly; and the following 
provisions shall apply instead. 

(2) If the Magistrate whom any such case is heard discharges or acquits all or 
any of the accused, and is of dK opinion that the accusation against them or any of 
th^ was false and either fHvolous or vexatious, the Magistrate may, fay his order of 
discharge or acquittal, if the shareholder upon whose complaint the accusation was made 
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is present, call upon hint forthwith to show cause why he should not pay ootiq>ensation 
to such accused or to each or any of such accused when there is mote than one, or if 
such sbaieholdcr is not present, direct the issue of a summons to him to appear and 
show cause as aforesaid. 


(S) Jhe Magistrate shall tecoid and consider any cause which such sbaidiolder may 
show; and if the Magistrate is satisfied that Ac accusation was false and either ftivedous 
or vexatious, he may, for reasons to be recorded, direct that compensation of such 
amount as he may dctennlnc be paid by such shareholder to the accused or to each or 
any of them, not exceeding five thousand rupees in all. 

(4) The Magistrate may, by the order directing payment of the compensation under 
sul^ction (3), further that, in default of payment, of the compensatiGO under 
sub-section (5), further ruder that, in default of payment, the shateholdtf be ordered to 
pay such compensadon and shall suffer imprisonment for a term not exceeding six 
months. 


(S) When any person is fanprisonod under sub-secdon (^, dre tuovisionB of secdons 
43 of 186<X 68 and 69 of the Indian Penal Code dtall, so far as may be, apply. 


(6) No person who has been directed to pay compensatloa under this secdon shall, 
by reason of such order, be exempted from any civil or criminal liability in reapfct pf 
the complaint made by him: 

Previded that ariy amount paid to ap accused person under this secdon shall be taken 
into account in awarding compensadon to such person in ai^ subsequent civil suit 
relating to the same matter. 

(7) A complainant who has been ordered to pay compensation under sub-sectloti (3) 
by a Magistrate may appeal from the order, far so far os it relates to die payment of 
compensation, as if such complainant had been convicted cn a trial held by such 
Magistrate. 

(5) Where an order for payment of compensation to an accused person jp made, the 
compensadon shall not be paid to him beftue the period allowed for the peesentatioo 
of the appeal under sub-secdon (7) has elapsed; or, if an appeal is presented, befme the 
appeal has been decided. 


435. (7) If, on an application made to a Judge of a High Court in Chambms by the 
Public Prosecutor of the State or by the Central Oovemment, it is shown that there is 
reasonable cause to believe that any petson has, while he was an officer of a company, 
committed an ofTeoce in conticcdon with the management of the company’s affairs, arid 
diat evidence of the commission of the offence is to be found in any broks or papers 
of, or under the control of, the company, an order may be made— 

(a) authorising any person named therein to iruqiect the said books at papers or 
any of them for t^ purpose of investigating, and obtaining evidence of the 
emtunission of die offence; or 
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(b) requiring the managing director or manager of the company or such other 
officer thereof as may be named in the order, to produce the said books or papers 
or any of them to a person, and at a place and time, named in the mder. 

(2) Sub-secdon (7) idiall apply also in relation to any books or papers of a poson 
carrying on the business of banking so far as they relate to the cmnpany’s affairs, as it 
applies to any books or papers of tn under the control of the company, except that no 
Such order as is referred to in clause (b) thereof shall be made by virtue of this sub- 
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section. 

(5) No sppeal shsU lie from the decision of a Judge of the High Court under dils 
section. 

43*. If in any tetum, lepoct. certificate, balance-sheet, prospectus, or other 

docutnenl requited by, or for the putposes of any of ^ ptovisioos of this Act, any 
person mahes a statement- 

fa) which is false in any material particular, blowing it to be false; or 

(b) which amha an material fiu;t, knowing it to be material, 

^*_?^** expressly provided in this Act, be punlriiable with 

imprisonment for a term wbldi may extend to two years, and nh«ll also be liable to 
fine. 

437. If any person intentionally gives false evidence— 

(a) upon any examinatioo upon oath or solemn affirmation, a M»h»r tie d ii fyW this 
Act; or 

(h) in any affidavit, deposition or solemn affitmstion. in or about the wlnding-up 
of any company under this Act, or otherwise in or about any matter aristog under 
tiiis Act; 

he shall be punishable with fanprisonment for a term which may evrwiH to seven veais. 
and ahall also be liable to fine. 

^43i. If a company or any officer in default or.any omer person cmitnveoes any 
pioviafon of this Act for which no punishment is provided elsewbero in tills Act « any 
condition, limitation or restriction subject to which any approval, —nctlnn^ 
conrirmation, recognition, direction or exemption in relation to any has been 

sccotded, given or granted, tiie compsny and every officer of the company who is in 
default ot such other person shall be punishable with fine vriiicfa may extend to five 
tiiousand rupees, and where the coottsvention is a continuing one, with a foitiicr fine 
which may extend to five hundred rupees for every day after the first during whidi the 
omitravention continues. 

439, (7) If any officer or eaf^oyce of a company— 

(a) wrongfully obtains posscssiao of any property of a company; or 

(b) having any such property in bis possession, wrongfully withholds it or 
knowingly antiics It to purposes other thsn those expressed or directed in the articles 
and sutborised by this Act; 

he shall, on tbc complaint of the company or any creditor or coniributoiy dieteof, be 
punishable with fine which may extend to ten thousand rupees. 

(2) The Court trying the offence may abo order such officer or employee to deliver 
up Of reftind, within a time to be fixed by the Court, any such p ro p erty wtoogftilly 
obtained or wtongftilly withheld or knowingly misaf^lcd, or in a default, to suffer 
imprisonment for a term which may extend to two years. 
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440. If any penon or persons trade or carry on bualncas under any name of title of 
which ^ wc^ "Company". "Umlled” cr the wtitds "Private Limited", of any 
coatractioii or ItniUtioti thereof Is or arc i&cluded that penoo or each of tl y^ petsom 
shall, unless the person or petsotis is or are duly Incorporated as a company, a coouMUiy 
^tb limited liability, or as a private cmnpany, as the case may be, be punisbable with 
fanpriscmniem which may extend to six months and a fine not exceeding live n d 
rqjees. 


Legal proceedings 

441. Where a limited company is a plaintifT or petitioner in any suit or nrW Vegal 
proceeding, any Court having jurisdiction in the matter may, if there is reason to 
believe diat the company will be unable to pay the costs of the defendant if he is 
successftil in his defence, requite inifflclent security to be given fot and 

may stay all proceedings until the security is given. 


442. (1) If any proceeding for negligence, default, breach of duty, oa 

breach of trust against an officer of a company, it appears to the Court, Regional 
Director at the Tribunal hearing the case that he is or may be liable in rcmect of the 
negligence, default, fareacb of duty, misfeasance or breach of trust but that he has ac l r d 
^mcstly and reasonably, and that having regard to all the dreumstances of the case 
induding those connected with bis appointment, he ought falrfy to be excused, the’ 
Court, Regional Director or the Trilsioal may relieve him, either wholly or partly fiem 
his liability on such terms as it may iMnlt fit: * 

Provided that in a crimirud proceeding under diis sub-section, the Court, Regional 
Directw or the TriUmal shall have no power to grant relief fiom any civil liability 
which may attach to an otOca in respect of such negligence, default, tneadi of duty 
misfeasance or Ixeach of trust. 

(2) Where any such officer has reason to apprehend that any proceeding will or 

might be brought against him in respect of any negligence, default, breach of duty, 
misfeasance or breach of trust, he may apply to the Tribunal for relief and the Irifaunai 
shall have the same power to relieve him as it will have had if It had been a Court 
before which a proccedtag against that officer for negligence, default, breach of duty 
misfeasance or breach of trust had been brought under sub-seeden (i). ' 

(3) No Court, Regional Director at the Tribunal shall grant any relief to any otBoer 
under sub-section (J) or sub-scction (2) unless it Ins, by notice served b the 
specified by it, required the Registrar and such other person, if any, as it 
necessary, to show cause why such tebef should not be g r^nM . 

'443. (7) Any order made by a court under this Act may be enforced b the 
manner as a decree made by the Court b a suit pcadbg tbeieb. 

(2) Any order made by the Tribunal may be enforced by the Tribunal or the 
Regional Director, as the case may be, b the same manner as if it were a decree m» dr 
by a Court b a suit pendbg therein, and it shall be lawful for diat Tribunal <n the 
Regional Director to send, b the case of its inability to execute surii order, to the Court 
withb the local limits of whose jurisdiction— 

(a) b the case of an ordCT against a company, the registered office «f the 

compatiy is situate; or 
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(b) in the case of an order against any other person, the prason conocmed 
vcduntarlly resides, or carries on bigness or personally works for gain, 

and tfactcaflcr the Court to which such order is scot cxecudcm shall execute the 
same order in the same tnarmcr like a decree of that Court 

444. No suit, prosecution or other legal proceeding shall lie against the Government 
or any officer of Government or any other person in reflect of anything which is in 
good faith done or intended to be done in pursuance of dds Act or any r^es or (Mders 
made thereunder, or in respect of the pi^Ucatlon by at under the authority of the 
Government or such officer of any report, paper or proceedings. 

445. Notwithstanding anything contained in any other law for the time being in force, 
the Registrar, any officer of Oovermnent or any other person shall not be compelled to 
disclose to any Court, tribunal or other authority as to wherefrom he got any 
information which— 

(a) has led the Central Government to direct a special audit under section 413 or 
to or^ an investigation under sections 192, 193, 203 or 204; or 

(b) is or has been material or relevant in connection with such ^>cclal audit or 
investigation. 

446. (/) If— 

(a) during die course of any investigation of the affairs and other matters of or 
relating to a company, body or pehon under section 192, seetkn .193 or section 194, 
or of the membership' a^ oAer matters of, or relating to a omnpany or the 
ownership of shares in or debentures of a company or bod|^ coqxmtte, or the affairs 
and other matters of, or relating to, a con^iany, body or person; undtf secdoa 203 
or section 204; or 

(b) during the pendency of any proceeding against any person conccn»d in the 
conduct and management of the affairs of a company under Chapter V of Part VI, 
such company, body or person proposes 

(i) to discharge, or 

(rV) to punish, whether by dimiissal, removal, reduction in the rank or 

otherwise, 

any onpioyce, the company, body or posco, as the case may be, shall send by post 
to the Tribunal previous Intimation in writing die action proposed against the 
employee and if the Tribunal has ar^ objection to the actlcm proposed, it shall said 
by post notice thereof in writing to the company, body or person concerned. 

(2) If the company, body person concerned docs not receive within diirty days 
of the sending of the previous intimation of the action proposed against die employee, 
any notice of the obje^on ftom the Tribunal, then and only Ifacti, the cmnpany, body 
or person concerned may proceed to take against t^ employee the action proposed. 

(S) If the company, body or person concerned is dissatisfied with the objection raised 
by the Tribunal, it may, within thirty days of the receipt of the notice of the objection, 
prefer an appeal lo the Court in the prescribed manner and on payment of the 
ptesolbed fee. 

(4) The decision of the Court on such appeal shall be final and be binding on the 
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'Iribunnl and on the company, body <» petson concerned. 

(5) For the removal of doubt, U Is hereby declared dud the ptovisicos of this sectioD 
shall have effect without prejudice to the provisions of any other law for the time being 
m force. 

447. (7) Where the Central Qoverntnent or Tribunal is required or authorised by any 
provision of this Act,— 

(a) to accord approval, sanction, consent, canfirmation or reoognitioa to ex' in 
relation to, any matter; 

(b) to give any direction in relation to any matter, or 

(c) to grant any exemption in relation to any matter, 

then, in the absence of anything to the contrary contained in such or any other 
provision of this Act, the Central Oovemment or Tribunal may accord, give ot grant 
such approval, sanction, consent, conflrmatlcti, recognition, direction or exemption, 
subject to such conditions, limitations at restrictionB as it may think fit to impose and 
may, in the case of contravention of any such condition, limitation or restriotion, mscind 
or withdraw, such approval, sanction, consent, confirmation, recognition, dire<dioii or 
exemption. 

(2) Save as otherwise expressly provided in this Act, every application which may 
be, or is required to be, made to the Central Government or Tribunal under any 
provision of this Act— 

(a) in respect of any approval, sanction, consent, ccmflnnation or recognltlrai to 
be accraded by that Government or Tribunal to, ot in relation to, any matter, ot 

(b) in respect of any direction c* exemption to be given or granted by that 
Government or Tribunal in relation to any matter; or 

(c) in respect of any other matter, 

shall be accompanied by such fee as may be prescribed: 

Provided that difTerem fees may be prescribed for applications in respect of diffraent 
matters or in ease of apidications by companies, for applications by different classes 
of companies. 

448. Notwithstanding anything contained in this Act,— 

(a) where any application required to be made to the Central Oovemment 

any provision of this Act in respect of any matter is not w ithin the rinw 

specified therein, that Oovorament may, for reasctis to be recorded in writing, 
condone the delay; 

(b) where any document required to he filed with the Registrar muhv any 
provision of this Act is not filed within the time ^)ccified therein, the Central 
Oovemment may, for reasons to be recorded in writing, condone the delay. 


Powers of 

Central 

Government 

or Tribunal 

to accord 

approval, 

etc., 

sul;^t to 
condltiotis 
and to 
prescribe 
fees on 
applications. 


Condonation 
of delays 
in cert^ 
eases. 
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449. The Cental Oovenitnoit shall cause a general annual on the wewking 

and admlnistation of this Act to be prepared and laid befete both Houses of ParUament 
within otto year of the close of the year to whidi the report relates. 


ScheduUs, forms and rules 

450. (1) Subject to the providons of this section, the Cental Govemment may, by 
nodfleadop, alter imy of dto leguladons, rules, tables, forms and odicr ptovhdotB 
contained in any of ^ Schedules to this Act: 

Provided that die power conferred under this suiv-section shall include the pow^ to 
specify diffeient forms of acooutds for different class of ctxnpanics. 

(2) Any alteration itodfled under sub-secdon (1) shall have effect as if enacted in 
this Act shall come into force on the date of the notiflcadon, unless the noddeadon 
otfaerwiae directs. 

(J) Every altendon made by the Central Oovemment under sub-seetkm (7) shall be 
laid as soon as may be after it is made before each House of Parliament while it b in 
session for a total period of thirty days which may be comprised in one seasiem or in 
two or mote succesrive sesskuis, and if, befrne the expiry of the session immediately 
following the session or the successive sessions afmesaid, both Houses agree in ntaking 
any modification in the altcradon, at both Houses agree diat the alteradon should not 
be made, the alteration aha]] dicrcafter have effect only in sudi modified fmm or be of 
no effect^ aa the case may be. so, howevra, diat any such modjflcadon or aimulmcnt 
shall be without prejudiM to the validity of anything t^vvioasly done in purauaoce of 
dutt aheradotL 

451. (1) The Central Oovemment may, by notiflcadon, make rules fat carrying out 
the purposes of dds Act 

(2) In particular, and without prejudice to the generality of tbe foregoing power, such 
rules may provide far all or any of the following mattm, narttoly;— 

(0 tbe salient features of abridged prof^toctus under clause (I) of secdoo 2; 

(if) scooundiig standarrb utajer clause (2) of secdon 2; 

(Hi) form of return to be filed with the Rcgbtar under proviso to section 3; 

(fv) the fee for obtaining a copy of memorandum, artioks and every other 
agreement and resohition, if not embodiod in memorandum or articles under sub- 
seodoD (2) of secdon 19; 

(v) the means of service of a document on a company on its officer under sub- 
secdon (1) (rf' secdon 23; 

(vO the rules required to be followed by a foreign company under clause (/) of 
secdoo 28; 

(vi'O die provbitMB of the Act to be complied vdth by a fotclgn company with 
regard to the busincas carried on by such company in India under sub-secdon (2)> 
of section 29; 
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(vifi) the time within which and patticulan with which a ntutn be deUveeDd to 
the Rcgbtrar under aecdon 31; 

(ix) the form iif list relating to the place of busitieaa catabUabod hy focelgn 
company in Indii to be filed with the Registnir under sub-aoetkn (5) of aectkli 32; 

(jc) the tulea, subject to which ouch modification at adaplatiou mada hi seotkn 
130, is applicable cm fotelgn company under clause (b) of sub-sectkMi (5) of oectiaii 
38; 

(xi) fees payable to the Regisirat for legistrtiEioD of any document myW section 

39; 

(xh) the manner of certification of die translated copy of bMttumcnt, 
or provlsioo, or copies thereof of a company, if not In ^ gHah, under out^lauM (ffO 
of clause (u) of sub-section (I) of section 4(h, 

(xiii) the ststement with reflect to matter lelatltig to aoooutda of the ooinpaqy to 
be included in a proopectua under proviso to clause (c) of sub-oeotiMi (4) of sectioa 
40; 


(Jtiv) the msnnct of ocrtiflcatloa of the ttandated copy at contract under sub¬ 
section (2) of section 42; 

(xv) requitetnent of disclosutts in {ooepectus and letter of offer, etc., and rules 
sppUt^le for offer of faidisn Dqxisito^ Receipts under seotioii 43; 

(xvi) the matter to be staled and reports to be set out in the proopectus iwwW aub- 
sectioo (2) of secdoti 48; 

(xviO tnaRos to be prescribed under proviso to sub-section (7) of sectioa 48; 

(xviii) the documents to be attadied, in case of a prospectus issued generally, 
under clause (b) Of sub-section (2) of sectioa 50; 

(xix) the lime within which informatioa memorandum is required to be filed inyW 
sub-section (3) of section 31; 

(xr) the period of accepting the minimum subscriptioa and for pcescribing the 
rate of interest which would be payable by the diieotois Joindy and severally in cose 
(he money so received b not te{Mid withte eight days after the cx^dry of the pmiod 
under sui^scction (7) of seetkm 62; 

(xr/) the rate of interest requited to be paid on moneys or appUcatloa money in 
excess of allotment if not icp^d within eight days after suoh moneys becomes due 
for the tepayment; 

(xn’O the manner of verification of copies of oonttact under clause (h) of suh- 
sectiem (/) of section 66; 

(xxiii) the particulars of the omdact to be filed with the Rcgblnr in esse the 
contract Is not reduced in writing for allottnent for oonsidetatkm other dian in n—b 
under sub-sccdon (2) of section 66; 


(xxrv) the upper limit of percentage of commission which esn be paid to any 
person fm subscribing m agreeing to subscribe or ptoouting or agreeing to procure 
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Gubdcriptian of any securities of the company under sub-section {I) of sccticr; 67; 

(xtv) the form dcclanitioo of solvency by a company under sub-section (5;i of 
acctiim 69; 

(jcxvi') the particulars to be entered in the register to be maintained under sub- 
(■ecdun (S) of section 69; 

(xrvii) the particulais which a notice diall contain under clause (b) of sub-section 
(7) of section 74; 

(xxviii) the conditions in accordance with which, every «an|doyce*B stock option 
aball be made under clause (c) of sub-section (7) of section 74; 

(jaix) the maimer of nomination under sub-section (2), sub-section (J), sub-section 
(4), and ihe manna in which the t>omination is varied or cancelled under sub¬ 
section (4) and the manner to appoint a person to become oititlcd to shate in or 
debenture of the company, in the cvem of death, during the minority, of a minor 
nominee under sub-section (5) of sccdon 75; 

(xxx) tbc time and mann er of issue or renew of a certificate of issue of duplicate 
thereof, the foim of certificate or a duplicate thereof, the particulars to be entered in 
the register of members, the form of such register, the fee tm payment of which, dte 
terms and conditions on which a certificate may be lenewed or a duplicate thetaif 
may be issued under sub-seetkm (4) of section 76; 

(xxxi) the rules and conditiems relating to the equity share capital with differential 
rights as to dividend, voting or otberwke of a company limited by share under sub¬ 
clause (ii) of clause (a) of sectitm 78; 

(xtxi'O the fee to be accompanied widi an appeal or application to Tribunal under 
sul^socdon (JJ) of aecdon 97; 

(xxxiif) d>c form in which and the period within which a trust deed for seciving 
any issue of debenture be executed under sub-section (I) of scctioti 103; 

(xunv) the sum to be payable for obtaining the ethics of the trust deed undue 
sub-section (2) of section 103; 

(xttv) the fee payable few obtaining a copy of Trust Deed for securing issue of 
deboitute under sub-section (I) of ^^ection 106; 

(xuvi) to lay down, the limits up to which, the manner In which and the 
conditkms subject to which deposit may be Invited or accepted under sub-section (S) 
of section 112; 

(xxxvil) the fenrn and manner in which an advertisement including therein a 
statenaent showing tiic financial position of tbc company Is to be issued under clause 
(b) of sub-section (4) of section 112; 

(xxxviii) the categories of amounts not to be included in d^xislts under 
Explanation to sub-section (72) of section 112; 

(xxxix) the particulars of charge created or evidenced, and the manner in which 
the copy of institunent be verified and fee on payment of which instrument or copy 
thereof be allowed to be filed with the Registrar unda sub-aectioo (7) of section 
113; 
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(xt) the manner cf veiillciitioti of copy of the iostrumo&t oreating or p ur p ottiii g 
to create the charge under sub-sccdoo (4) of soctim 113; 

(xJi) the manner in which the copy of the deed is to be verified under sub-sectioa 
(/) of aection 115; 

(xlii) the amount of fee payable tm, the form and manner In which, and the period 
within which the pardculars of all the ebargea be forwarded to Registrar imH^ aub- 
secdon (2) of sov’iion 116; 

(xliii) the torm in and manner in wbirii the document of charges be filed and the 
form ill which such document be kept in the register under clause (a) of sub-aection 
(4) of section 116; 

(riiV) the Ito on payment of which an InqtectloD of the regbter be tnaAi ut id^ 
sub-section (6) of section 116; 

(x/v) the form for keeping chronological index of charges in such index and the 
ptullculais of charges under sub-section (7) of section 116; 

(.dvi) the fee on paynumt of which the Registrar shall enter dte facts in the 
register of cW'^cs under sub-section (J) of section 119; 

(x/vi<) the fonn in which Intimation of paymemt or sadsfacdon of charge be sort 
at;d die fee payable under sulvisectloo (J) of section 120; 

(j/viif) the foe for bspcction of register of charges under sub-sccdon (5) of secdon 
124; 

(xiix) safeguards to be {vovlded for keeping records of the pardoulars of the 
membtmi and boidcra of debentures in the computo’ floppy or diskettes under sub- 
section (JOj of sccdon 128; 

(0 the upptr limit of temuncradoa oi onployecs for die putpose of clause (A) of 
Bub-soction (J), and the form in which the annual ictums is to be filed under sub- 
secdon (J) of sc^dou 130; 

(A) the form in which the duly verified declarorion be filed with the Registrar 
under clause (f») of sub-secdon (J) of section 131; 

(fii) the prcscr/adon and dhqx»al of the register, index and returns under sub¬ 
section (2) of section 132; 

(Ad) payment of sum to be made by other than members and debentuic-holders 
of the company for inspection under clause (t>) of sub-secdon (3) of sccdoo 132; 

(liv) paymoit of sum to be made for obtaining copies of register of membos, 
under clause <,A) of sub-scctiou (4) of sccdon 132; 

(Av) application oi adaplatioos and modifications of certain sections of the Act 
under aul:ksectio.s (2) of section 135; 

(Ivi) the form for the instrument appointing a iMoxy under sub-section (2) and the 
time within which such instrument be furnished under clause (A) of sub-section (6) 
of section 141; 
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iMi) die intervals within which the minutes at proceedings kept <mi loose'leaf 
style be bound under sub-secdon (i) of seodco 132; 

(Mi'O sums to be psld by a mcanbt^ fer obtaining a of die minutes 
proceedings of gcncnl meeting under sub-section (2) of section 13'i; 

(Ux) higher fees diat may be payable to a dbcctor ter attending a meeting of 
Board or a Committee thereof under proviso to sub-seodoo (2) of seetkm 133; 

(lx) the percentage of proflta to bo transfened to die reserves under sub-section 
(4) of section 160; 

(Ixi) the forms of statement in whidh the particulaTs of unpaid or unclaimed 
dividend transfened to the Central Oovemment is to be futnisbed under sub-section 
(3) of section 161; 

(Ixii) tbe partkhtlaiB relsting to udUsatkm of materials or labour or to the tuW 
itons of coat by any class of companies under clause (d) of sub-secdon (J) of 
seetkm 163; 

(Ixiif) die form of pn^Miadon of oemsoUdated accounts under sub-secdon (2) of 
section f68; 

(Ixiv) die manner in whidi tbe conservation of. energy, tcdinology absorption, 
foreign excbabgc earnings and outgo to be contained in a report of Board under 
clause (e) of dub-secdon (i) of section 173; 

(Ixv) Ac manner in whldi the measures taken for protection of environment to be 
contained In a repmt of the Board under clause (/) of sub-section (i) of section 173; 

(IxvO tbe form in which a statement showing the particulars of remuneration to 
be paid during the financial year to which it relates to eveiy director be inchidod in 
die Board's report under clausos (h) and (c) of subnuxitioD (4) of scctioo 173; 

(Ixvti) the form of statement to be made by company at society is to be made 
under sub-section (J) of sectioo 17S1; 

(Irviii) die form in which and the time within which the auditor shall makr. his 
rqxnt under sub-section (4) of section 189; 

(Ixix) the guidelines for seizure of documenls by Registrar under sub-section (3) 
of section 191; 

(Ux) the guidelines for seizure of documents by inspectors under sub-section (3) 
of sectioo 196; 

(Ixxl) the fee on payment of which a copy of the report be ftmiished to any 
person specified under sub-clause (i) and sub^Iausc (ii) of clause (ft) of sub-section 
(2) of section 197; 

(Ixxii) tbe manner in which a copy of any report of any inspector or inspectors 
be authenticated under section 202; 

(Ixxiii) specifying such sum of paid-up share capital of a public company or a 
private company with a subsidiaiy of public ccHupany for the purpose to have a 
managing or whole-time director or manager under sub-scctlGn (I) and the form of 
return for filing the particulars of appoiutment under aub-Miction (2) of section 220; 
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(Ixxiv) the f<mii ftv diackMuic of the substantial inletest b iqipoiiitinctit dw 
sole acUbg agent b bdb the Board's tepott under the proviao to sub-secdon (7) at 
section 232; 

(Ixxv) the form fiir disclosure giving partioulais relating to be ibpobtmont of a 
sole aelUng agent tor any area ou^de bdUa as a aepamte item b the board's report 
under sub-ae^cn (2) of aeotioo 232; 

(Ixxvi) the oonditiona subject to tvhlcb loan may be given to any nunaglny or 
whede-dme directnw under first proviso to sub-aecdoo (7) of secdoo 233; 

(fxxvH) the form of return to be filed with the Registrar under sub-seodoo (2) at 
section 238; 

Oxxviii) the fee for inqiecdoo to be paid by a petsen other than tnnfnhn f of the 
company under sub-section (4) of seedew 238; 

ilxxtx) be fee to be paid for inq)ecdon of register under sub-aeodon (2) of section 
240; 

(Ixxx) the upper hmit of total monthly romuneradon for any office or {dace of 
txodt unda clause (b) of sub-seodem (7) d seeden 244; 

(bexxi) the form of certificate and condidons to be ^edfled b be oertifioate to 
be attached \yib the report of be Board unda sub-aecdon (J) of secdoo 256; 

(ixxxii) the manner of nodees to be givoi under sub-aecdon (7) and clause (a) at 
Bub-secdon (2) of section 268; 

(bogeiii) the informadoo to be attached to offer of a scheme or contract sub- 
dause (0 of clause (a) of sub-seedem (5) of secdoo 268; 

(Ixxxiv) detetminadon of price fw acquiring the shares under sub-aecdon (2) of 
secdoo 269; 

(Ixxxv) the nudu»fty for asscssbg the cempeosadon to be paid to the "w mbr at 
crebtor under sub-aecdon (3) of secdon 270; 

(bcxxvi) the form for obtabing consent of one or more of the members of a 
oompatty under sub-ssedon (6) of secdon 272; 

(baoevii) the terms and condidons for the appobtment of Company figiitHntfa- npH 
the remuneradon payable to him under sub-swdon (5) of seetkm 297; 

(Ixxjcviii) the form of a statement of affairs to be furnished under sub-aecdon (4) 
of secdon 302; 

(txxxix) the matmer for keq)bg the proper books by the Company I iquMatny 
tinder sub-sccHon (7) of secdoo 310; 

(xc) the manner of forwardbg the copy of the order iitvW sub-section (2) of 
secdon 313; 

(xci) die poind for fUbg an iqipeal b the Court under sub-aecdon (2) at section 
314; 
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(xcii) ihc ftmn of the statement and the pattienkm with icspcct to proceedings 
un^ clause (b) of sub-section (i) of section 337 and 346 respectively; 

(xcHf) the fonn In whidi a notice of appointment is to he delivered under sub¬ 
section (J) of section 351; 

(jECtv) the emolum^ts of the pentons to be included under "Employees other than 
Worlonen" under sub-clause (iv) of clause (b) of sub-section (3) of section 357; 

(jeev) excepdons where formal proof of debt not required under sub-section (6) of 
section 359; 

(xevi) the rule for the disposal of hooks and papers of company in the cases to 
be specified under clause (b) of sub-section (3) of section 376; 

(xcvii) tile form of statement and the particulars to be contained therein under 
sub-section (i) of sectitm 377; 

(jccviii) tim fees to be paid to inspect the statement under sub-sectitm (3) of section 
377; 

(jccix) the form of statement and the particulars to be included therein in respect 
of dividend payable and assets refundable under sub-section (3) of section 379; 

(c) the fees payable for registration as a company under section 394; 

(ci) the rnatmer of keeping the documents for inspection and the fees for 
inspe^on of document under clause (a) of sub-section (/) of section 407; 

(ci’O the fees payable for obtaining certified copies under clause (fc) of sub¬ 
section (J) of section 407; 

(ciii) the amount of fees and manner of payment thereof to the Registrar under 
sub-section (I) of section 409; 

(civ) the fees to be paid for belated filing under sub-section (2) of section 409; 

(cv) the manner of payment to be made into the Public Account imdcr section 
410; 

(evi) utilisation of investots’ Education and Protection Fund under sub-sccticsi (3) 
of section 414; 

(evii) the f(Hm of maintaining separate accounts under subsection (4) of section 
414; 

(cviii) the experience, qualifications and seniority of judicial motnbets of the 
Tribunal under subsection (3) of section 416; 

(cix) the experience, qualifications and seniority of the technical member of the 
Tribunal under subsection (4) of section 416; 

(cx) the terms and conditiom of service of the President, Vice-President and other 
members and staff of the Tribunal under subsection (7) of sections 416; 

(cxi) the powers of a person luuned for inquiry under subsection (5) of section 
424; 
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(cxii) the majiner in which and the fee on payment of which an appeal may be 
preferred to the Court under sub-section (3) of section 446; 

(cxiii) a fee for an application and different fees for applications in respect of 
different matters be made under sub-section (2) of section 447; 

(cxiv) any other matter which is required to be, or may be, prescribed. 

(3) Every rule made under this Act shall be laid, as soon as may be after it is made, 
before each House of Parliament, while it is in session, for a total period of thirty days, 
which may be comprised in one session or in two or more successive sessions, and if, 
before the expiry of the session immediately following the session or the successive 
sessions aforesaid, both Houses agree in making any modification in the rule or both 
Houses agree that the rule should not be made, the rule shall thereof have effect only 
in such modified form or be of no effect, as the case may be; so, however, that any 
such modification or annulment shall be without prejudice to the validity d anything 
previously done under that rule. 

(4) Any rule made under sub-section (1) may provide that a contravention thereof 
shall be punishable with Hnc which may extend to five thousand nq>ees and where the 
contravention is a continuing one, with a further fine which may extend to five hundred 
rupees for every day after the first during which such contravention continues. 

Power of 
Supreme 
Court to 
make rules. 


5 of 1908. (b) may make mles consistent with the Code of Civil Procedure, 1908— 

(/) as to the mode of proceedings to be had for winding up a company in High 
Courts; 

(«’) for the voluntary winding up of companies, whether by members or by 
creditors; 

(Hi) for the holding of meetings of creditors and members in cormecdon with 
proceedings under section 263. 

(iv) for giving effect to the provisions of this Act as to the reduction of the 
capital; and 

(v) generally for all applications to be made to the Court under the provisions 
of this Act. 

(2) Without prejudice to the generality of the foregoing power, the Supreme Court 
may, by such mles, enable or require all or any of the powers and dudes conferred and 
impo.sed on the Court by this Act, in respect of the following owtters, that is to say:— 

(a) the holding and conducting of meedngs to ascertain the wishes of creditors 
and contributories; 

(b) the settling of lists of contributories and the rectifying of the register of 
members where required, and collecting and applying the assets; 


452. (1) The Supreme Court, after consuldng the High Courts,— 

(a) shall n^ke rules providing for all matters relating to the winding up of 
companies , which, by this Act, are to be prescribed, and may make rules providing 
fcM' all such matters as may be prescribed, except those reserved to the Central 
Government under this Act; 
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Repeal of 
Acts. 

Saving of 
orders, 
nde4, etc., 
in foree at 
commence- 
ment of 
tbis Act. 


Saving of 

pending 

prooec^gs 

for winding 
up. 


(c) the payment, delivery, conveyance, surrender or transfer of money, property, 
books or papera to the Liquidator; 

{cf) the making of calls; and 

(e) the fixing-of a time within which debts and claims shall be proved; 

to be exercised or performed by the Company Liquidator or any other liquidation as am 
officer of the Court, and subject to the control of the Coivt: 

Provided that the Liquidator shall not, without the special leave of the Court, rectify 
the register of members or make any call. 

(J) Until rules are made by the Supreme Court as aforesaid, all rules made by any 
High Court on the matters referred to in this section and in force at the commencement 
of this Act, shall continue to be in force in so far as they are not Inconsistent with^the 
provisions of this Act in that High Court aitd in courts subordinate thereto. 

Repeals and savings 

453. The Companies Act, 1956 and the Registration of Companies Act, Slkkiffi. 1961 i of 1956. 
are hereby repealed. 

454. Nothing in this Act shall affect any order, rule, regulation, appolntmcDl 
conveyance, mortgage, deed, document or agreement made, fee directed, resollitioir 
passed, direction given, proceeding taken, instrument executed or issued, or thing done, 
under tx in pursuance of any previous companies law; or the Acts repealed under 
section 433; but any such order, rale, regulation, appointment, Conveyance, mortgage, 
deed, document, agreement, fee, resolution, direction, proceeding, instrument or thing 
shall, if in force at the commencement of this Act. continue to be in force, and so far 
as it could have been made, directed, passed, given, taken, executed, issued or done 
under or in pursuance of Ibis Act, shall have effect as if made, directed, passed, given, 
taken, executed, issued or done under or in pursuance of this Act. 

455. Where the windina up of a company hB,s commenced bcfme the commencement 
of this Act— 

(i) sub-section (7) of section 379 of the Companies Act, 1956 shall apply in 1 of 1956, 
respect of any moneys pski into the Companies Liquidation Account whether before 
or after such commencement; and 

(if) the other provisioos with respect to winding up coalalncd in this Act shsH 
not apply, but the company shall be wound up in the same tnamor and with the 
same incidents as if this Act had not been pas^— 

(a) sections 303, 351 and 350 of the QmipanicB Act, 1956 shall, as as may 1 of 1956. 
be, also apply in relation thereto; 

(b) the Liquidator appointed by the Court and functtonlog in any such winding 
up shall in such matmer and at such time as may be preacribed by the Ceolnl 
Government, pay the moneys received by him as such Liquidator, into the piiblic 
account of India in the Reserve Bank of India. 
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1 of 1956. 


1 of 1956 


10 of 1897. 


456. Notwithstanding the repeal of the Act, under section 453— 

(a) any document referring to any provision in the previous Companies laws shall 
be construed as referring to the corresponding provision in this Act; 


(ft) any reference to an extraordinary resolution in the articles of a company, or 
in any resolution passed in a general meeting by the company, or in any other 
instrument, or in any law in force immediately before the commencement of this 
Act, shall, with effect on and from such commencement, be construed as a reference 
to a special resolution; 


(c) any person appointed to any office under or by virtue of any previous 
companies laws shall be deemed to have been appointed to that office under or by 
virtue of this Act; 

(d) the offices existing at the commencement of this Act for the registration of 
companies shall be continued as if they had been established under this Act; 

(e) any register kept under the provisions of any previous companies law shall be 
deemed to be part of the register to be kept under the corresponding provisions of 
this Act; 

(/) all funds constituted and accounts kept under this Act shall be deemed to be 
in continuation of the corresponding funds constituted and accounts kept under 
previous companies laws; and 

(g) nothing in this Act shall affect the incorporation of any company tvgiatetcd 
under any enactment hereby repealed. 


457. (/) Nothing in this Act shall affect Tables A to F in Schedule I atmexed to the 
Companies Act, 1956 or any part thereof as they stood immediately before the 
commencement of this Act in so far as any of the tables apply to any company existing 
at such cotnmencement. 


(2) Notwithstanding the repeal of the Companies Act, 1956, the provisionB of 
Schedule I, Schedule II, Schedule III, Schedule IV, Schedule V, Schedules VII to XII 
and Schedule XV, of that Act as they stood immediately before the commencement of 
this Act shall continue to apply to companies to which tbe said provisions applies, even 
after such commencement as if they arc contained in this Act until suitable provisions 
therefor arc made by the rules under the corresponding provisions of this Act. 

458. The mention of particular matters in s<M;tion£> 454 to 457 of in any other 
provision of this Act shall not prejudice the general application of section 6 of the 
General Clauses Act, 1897, with respect to the effect of repeals. 


Conatructioa 
of referen¬ 
ces to 
former 
enaolmotils 
in docn- 
tnenls. 


Saving df 
certain 
provisions 
of, and 
rules under 
previous 
companies 
law. 


Section 6 
of the 
General 
clauses 
Act, 1897 
to apply 
in aiWtkm 
to sections 
454 to 457. 



SCHEDULE I 


Enstnictiaas Jb accordance with whi^ 
liabilities dmild be made out 


*Tetms cf redemptioo ot cooveisioo (if 
any), of any redeemable preference 
capital to be 

stated,tpgetbqr with earliest date of 
redemption or conversicn. 

Particulars of the different classes of 
Glares to be given: 

a) On basis of varying differential rights 

b) Prefcteoce as to divideDd and 
repayment rights. 

Number of shares and nominal value in 
respect c( subscribed, issued and called 
Dp capital shall be shown after 
cxcdodi^ number aiad no minal value cf 
shares bought back were daring die 
year, the ctxnpany has bought back any 
of its Glares, the number and Dominal 
value of such sturres and important 


{See scctioii 169) 


[PART I PCHtM OF BAlAbKrE-SHEET] 

The balance sheet of a company shall be dlfaer m horizontal form or vertical form: 

A. HORIZONTAL FORM 


Balance Sheet of_ 

[Here enter the name of the Comply] 

As at_ 

[Heie enter the date as at which the balaocc-slKct is made out 


LLABUJTIES ASSETS Instructions in accordance with 


Figures for 

Figures for 

Rgurcs for 

the previous 

the current 

the previous 

year 

year 

year 

Rs. 

Rs. 

Rs. 

(b) 

(b) 

(b) 


which assets should be made out 

Figures few 
the cutrent 
year 
Rs. 

(b) 


*SHARE CAPITAL 

Authorised_shares of Rs._ 

each 

tissued (distingaishing between the 
various classes of capital and stating the 
paiticnlars speciSed below, in respeed 

of each class) _shares of Rs . 

each. 

+Suh6cribed (di^tnguishing between the 
various classes of Capital and stating 
the particulars specified below m respect 
of each class). 

(c)_shares of Rs. each 

Rs._cnlled up. 

Of the above shares _shares are 

allotted as faOy paid up pmsuant to a 
ccxitract witbcxit payment being 
reedved in cash. 


*FTXED ASSETS 

EHstinguishing as br as posalde 
between expenditure upon— 

(a) brand equity or goodwill, (b) land, 
(c) buDdings, (d) leasebefd (specify 
nature), (e) nil-way sidings, (f) pdam 
and mcchanery, (g) ships, (1^ aircrafts, 
(i) fumltme and fittings 0) devcloptmd 
of preper^, (k) patents, trade marks, 
designs & other similar lights, (I) live¬ 
stock, (m) vehkles, (n) capital work in 
progress, and (o) others (lo be specified) 


*Under each bead the original cost, and 
the addhiems thereto aid acyustment cat 
acxxamt of revaluaticti, and dcductkms 
tboe&om during the year, and tiie toml 
depreciation writtm off ac^nsted to 
revaluation or provided ip to the end of 
the year to be stated. 

Where the original cost aforesaid and 
adefitions and deductkms thereto, relates to 
any fixed asset which has been acquired 
from a country outsde India and in 
consequence of a change in the rate v£ 
cxchmige at any time after the acquisition 
of such ^set, there has been an increase 
(H- reduction in the habilify of the 
company, as expressed in Indian currency, 
for making payment towards the whole at 
a part of the cost of the aset or ft* 
repayment of the wbede or a [wrl cf 
moneys borrowed by the company from 
any petscoL, directiy <* indircctiy in any 
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tmns on which Glares have bcoi bought 
back shaU be sbown by way of 
footnote. 


Terms of Conversion of any Etepository 
receipt to be staled together with earliest 
date of convccaon or redemptioD. 
Shares reissuaUe under 
ctxiveisian option to be specified. 

+Partictilai5 of any option including 
Employees Stock Option (ESOP) on 
onissoed share capital to be specified by 
WKy of footnote. 


[Specify the source frem which banns 
shares arc issued, e.g. capitahzatian of 
Profits or Reserves or from Security 
Premium Account]. 

Any capital profit on cancellatian of 
bought back Shares or on purchase 
share below par value diould be 
transferred to Capital Reserve. 


*Additions and deductions since last 
balance-sbect to be shown under eatdi of 
the specified heads. 

The word 'fund' in relation to any 
'Reserve' shoald be used only wliae 
such Reserve is specifically tepresoded 
by earmarked investment. 


[Of the above shares_ shares arc 

allotted as fully paid up by way of 
bonus shares]. 

Less: Cjlk unpaid. 

(i) By Directors 

(ii) ^ Others 

Less: Par value of shares bou^t back 
[-tAdd: Forfeited shares (amount 

originally paid-ig>)]. 


•RESERVES 

(t) Securities Premhan Account 

(2) Capilal Reserves 

(3) Debenture Redemption Reserve. 

(4) Capital Redemption Reserve 

(5) Rcvahiatian Reserve 

(6) Other Reserves ^(ecifying the nature 
of each Reserve and the amount in 
respect thereof; 

(a) Ehoposed additions to Reserves 

(b) Balance in Profit and loss account 
after providing allocatioas e.g. 
Dmdatd, Bonus and Reserves. 

(7) Sinking Funds 

QUASI KXJITY 

Imtnnnait for raising capital including 
those bavmg features of both debt and 
equi^ instruments. 


INVESTMENTS 

Slowing nature of investments and 
mode of valuation, for example, cost or 
market value and rfisringutshing 
between— 

(1) Investments in Government or Trust 
Securities 

(2) Investments in shares, debentures or 
bonds/GDRs/IDRs showing separately 
shares fully paid-up and partly paid-up 
aixl also dhdnguisbiiig the <^etent 
classes of shares and showing also 
shuikr details of investments in shares, 
debentures or bocxls of subsidkiy 
companies. 

(3) hnfflovaUe p ro perti es 

(4) Investments in the capital of 
partnership firms. 

(5) Amount dqxKked in Pc*tfcfio 
Management Scheme. 


CURRENT ASSETS. LOANS AND 
ADVANCES 

(A) CURRENT ASSETS 

(1) Interest accrued on Investments. 

(2) Stores and spare parts 

(3) Loose Tools 


foragn oorency spedfically fer the 
ptnposc of acqnuing the asset (being in 
either -case the liability existh^ 
immedtalely before the date on which the 
change in the r^ c£ exchange takes 
eficct), the amount by whkfa the liabili^ 
is so increased or reduced during the year, 
shall be add^ to, or, as the case may be 
deducted fiom the cost, and the amount 
arrived at after such additkn or deduction 
shall be taken to be the cost of the fixed 
asset 

Explanation: 

(a) Foreign currency for the puipc^ of the 
Schedule, meats any currency other than 
the bidian Currency. 

(b) Rate of Exchange for the purposes of 
his schetfaile means the rate quoted by a 
Bank or other authorise dealer in Foreign 
Exchange at which the Rupee may be 
exchanged for a unit of a Foteign 
Currency or Foreign Currency may be 
changed for a Rupee. 

Where there has been a revaluation <f 
assetfs) in the current year the fac4 and 
ba^ thereof shall be stated. 

Under each head the assets which are not 
rcQected as a specific item because it is 
held as lessee. The descrqttion and 
estimated value there of shall be diKlosed 
by way cf a statement atteebed. 

The orightal cost of Assets developed on 
Budld Operate Own and TraiEfer (BOOT) 
basic along with matoial' term to be 
disclosed separately by wayof a note. 
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Dcsciiptkxi, nait vmloe and maleiial 
tenns to be indicated in respect of eacb 
class of instnimenL 

Lcng-Tcnn loans for the pwposes of 
this scbedidc means loans, which fall 
dne for payment in a period more than 
twelve months from the date on wfakfa 
they arc received, hi detomining when 
a loan or ui advance falls <hic for 
paymoit, due considentioo shall be 
given to the substance of the relevant 
transaction. 

Rate of interest, dale of issue 

*• Terms of redcmptioti or conversioti 
(if any) or debts issued to be staled 
together with earliest date of redemption 
or conversion. 

Particulars of any redeemed debentures 
which the conqiany has power to reissue 
shall be given. 

Interest accroed and due on any Loons 
should be included under the respective 
sub-heads under Loans. 

The nature of the scemi^ to be 
specified in each case. 

Short Term Loan would include those 
wtiicfa fan dne for repayment within 
twelve momhs from their receipt. 

Where loans have been guaranteed by 
manager and/or dtrectors, a mention 
th^eof shall also be made and also the 
aggregate amount of such loans under 
each head. 

The nature of security to be specified in 
each case. 


SECURED LOANS 

(A) LONG TERM 
*•(1) Debeutmes 

(2) Loans tad Advances from B anks 

(3) Loans frtxn Bnancial Insti&itions 

(4) Loans and Advances from 
subsidiaries. 

(5) Other Loans and Advances (specify 
nature). 

(B) SHORT TERM 

(i) Banks 

(ii) Financial Ins thutio p s 

(iii) Subsidjay •Companies 

(iv) Others (specify nature). 

UNSECURED LOANS 
LONG TERM 

(1) Fixed Deposits 

(2) Loans and Advances frtxn 
sidstdiaries 

SHORT TERM LOANS & 
ADVANCES 

(1) From Banks 

(2) Prom others 

Other Loats and Advances (specify 
natnre) 


(4) Stock-in-Trade 

(5) Worb-in-Progiess 

(6) Simdry Debtors— 

(a) Debts outstandmg for a period 
exceeding six months. 

(b) Other debts 
(less; Proviaon) 


(7) Assets developed on the Basis of 
Build Operate and Tranter and 
Lease. 

(8) Cash balance on hand 

(9) Cheques & Drafts in hand 

(10) Bank balances— 

(a) with Scheduled Banks; 

(b) widi others. 


(B) LOANS AND ADVANCES 

(11) (a) Advances nd Loans to 
sttekharies. 

(b) Advances Mtd loans to partnership 
firms in which the company or any at 
its subsidiaries is a pwlncr 

(12) Bilk of Exchange 

(13) Advances reocrverable in emfa or in 
kind or for value to be reewed, e.g.. 
Rates, Taxes, Insurance, etc. 


^Aggregate amonnt of company's quoted 
investments and ^so die atuket vakie 
tboeof rinll be sfaenm. 

^Aggr^atc tmoad of company's onquoled 
investment ^taQ also be dum 


See foot nate<l) 


A summary of financial position as per 
latest available balance shi^ of the firm 
shall be annexed to the balance sheti of 
the conqwiy. 


Mode of valualioo d stock shall be stated 
and die amount in respect of nw material 
shah also be stated acpaistcly where 
pncticabk. 


Mode of vahiatkai of Wodg-ia- P rt yu s 
sfasH be stelcd 


In r^aid to suodey debtors partkuhos to 
be given separately of (a) debte considered 
good and in respect d which the co mpan y 
is fully secured; and (b) debts considered 
good for which the co mpan y bolds no 
security otbtt than the dditor's pasonal 
security; and (c) debts considered dorriilfri] 
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Loans fan Di wcfam , Mmyr ; afandd CURRENT LIABEJITES AND 
be aborwn sqwntely. PROVISIONS: 


Wkte Iona kave bees giMTMitrrtt bjr A. CURRENT UABIUTIES 
masagct taadfac dbecton a notiae 
tkenof dull also be made md also Ihe (1) Aoccptaoces 
ag^epled mom of ancfa loans nedet Q) Sottchy Cmtikn 
eacfa head. Stdsidny Companies 

(4) Advance payments and o nf.ipired 
The «DOi^ shd] be staled be&ce iRsoouin for Ifa poatkas for arkicli 
dedDctkn at hcomc-ta, except that in value has still to be given, 
tbe case of tax-free dhridends dte 

amonot shall be shown free of Income- (S) Unclaimed DtvideaiR 
tax and die fact that k is so shown shall 
be stated. 

(6) baerest dne on fixed deposit 
The amoimt of any guarantees given by tonainitig onpaid. 
tbe compai^ on behalf of dkectoes or 

odier officm of the co mp a ny dull be (7) htacst aocnied but not due on 
stated and wfa»c practicable, (he genexal toann. 
natore and amoont of each such 

co^ingoit fiabifity, if matetkl, dull (S) Other Liabilitks (if any) 
also be specified 


The period for which (be dividetHls are B. PROVISIONS 
in artear or if dictc b mote dun one 

class of diBics, the dividends on each (8) Provedoa for Taxation 
such class IK in atrear shall be stated. 

(9) Proposed Dividends. 

The period for which interest b in 

aiTcas on deposits and moont of over- (10) For oaotmgcncics. 

<hie deposits, if any, as shall be stated. 

(11) For Provident Pond Scheme. 


(12) For in s u r an ce, penston and sknilv 
suff boiefit s c hemes . 


(13) Other pcovbions 


A frwt note to the babnce-sbect may be 
added to show separately:— 


1. Clatms a^inst the c ompan y not 
admowiedged as debt 


(14) Balances with Cnstoms, Port Trust, ct bad 
etc. (wfaoe payable on demand) 

Debte due by directofs or other officers of 
the Compaq or «iy of them citbo- 
MISCELLANEOUS severally or jotntly with aiy other petson 

EXFENDrrURE (to Ibe extot not or debb due fay firms or private 
wiiltui off [or ac^mted]). compmties respectively m which any 

diiedor b a partner or a (firector or 4 

1. Pidhainaty e xpen s es member to be sepaiatdy stated 

2. Expi ' Awx comamsion or 

brokerage on mderwriting or 

snbaeripdon of seendties. Debts due from otber oonqiaines mida'the 

same as exphined in Note 14 

3. Dis cu o nt allowed on the bsoc of to be <fisclnscd with Ihe names of Ihe 

aecnkics. Companies. 

4. Interest paid out of capital duraq; The maxk&nni amount ihic by c&ectors or 

ccantrocdon (abo stath^ Ac rate of otho' officers of Ihe cooquny at my dme 
intexsts). daemg the year to be shown by way of a 

ante. 

5. Development catpendlture not 

at^nsted The ptovbian to be shown under dus bead 

sboold not exceed the amounts of debts 

6. Other kems (specifying natnre). stated to be considered doubtfril or bed 

and any surplus of such provision, if 
PROFIT AND LOSS ACCOUNT already created, should be shown at every 

cksa^ •mUrr 'Reserve and SutpluE* (m 
the Liabflkies ade) under a sepa ttoe sub¬ 
head 'Reserve fer Doubtful or Bad Debts.' 

In r^aid to bank b^anccs, paitictdats to 
be j^ca separately of— 

a) the bahnees fykig wkfa Scheduled 
Banb on current accounts, call acqpunls 
md drpnwk acc ount s ; 

b) tbe of other Am 

S rfae d ulrd banks and ba la nces lying with 
each SBch hanlfir on emient accou n ts, call j| ^ 
ac re w nts mid deposit arre—te and tbe 
maiimii'ii tmouk omstanding at my thus 

dsfisg the yem from each anch hmkerr, 

■id 
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2. Uncalled liability on ^lates partly 
paid. 

3. Arrears of fixed ctsnolativc 
dividends. 

4. Estiinated atnoonl of contracts 
remain mg to be executed on capital 
account and not provided for. 

5. Estimated amount of contractual 
future obligations e.g. with regard 
to assets acquired on finance lease. 

6. Other'roooey for which the 
company is condngently liable. 


c) the nabne of the interest, if any, of any 
director or his relative in each of the 
bankers (other than scheduled banks) 
referred to in (b) above. 


Tbe above ipstructions regarding 
"Sundry Debtors" 4pply to "Loans and 
Advances" also. 


[Show here the debut bahmcc of profit and 
loss account carried forw^ after 
deduction of the uncommitted reserves, if 
any.) 
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Sec.2] 

B. VERTICAL FORM 

Name of the Company __ 

Balance Sheet as at_ 

Schedule No. Figures as at die Pig;utes as at dte 
end of cunent end of ptcvlous 
financial year financial year 
Rs. Rb. 

1. Sources of funds: 

(1) Share holder's funds 

(a) Capital 

(b) Reserves and Surplus 

(c) Quasi Equity 

(2) Loan funds 

Secured loans 

(a) Long Term 

(b) Short Term 
Unsecured loans 

TOTAL; 

If. Applications of funds: 

(1) Fixed assets 

(a) Gross block 

(b) Less depreciation 

(c) Net block 

(d) Capital work-in-progress 

(2) Investments 

(3) Current assets, loans and advances: 

(a) Inventories 

(b) Sundry debtors 

(c) Cash and bank balances 

(d) Other current assets 


31-A 
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(o) Amount deployed 

in Poft-Pollo M^gemcot Scheme 

(!) Amete developed on the buls of Built, 
Operate itid TtRnefn or Lease 

(g) Loans and advances 


Cuncnt liabilities and provisions: 

(a) Liabilities 

(b) Ptovisions 

(4) Net cunent assets 

(a) Miscellaneous cxpeiidituie to die extent 
not written off or adjusted 

(b) Pioflt and Loss account 
TOTAL: 

Notes: 

1. Details under each of the above items shall be given in separate Schedules. The Schedules ritall inootporatc 
all die informadon tequitod to be given under A—Hisrizontal Form read with notes containing gcaieral insUiRHioiui 
for preparatioa of bahnoc sheet. 

2. The Sdiedules, tefetred to above, accounting policies and explanatcMy notes that may be attached shall 
form an integral part of the balance sheet 

3. Figioes in the balance sheet may be rounded off as indicated in Note (b) contained in general instruedon 
for preparation of Balance Sheet. 

4. A foot-note to the balance sheet may be added'to show separately contingent liaUlities. 
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PARTE 

Requinmcata aa to Profit and Loaa Aooount 
[See aeodoD 169] 

1. The {Movlsiana of this Part shall apply to the incame and expeodituie aooount lefemcd to Iti mih arrrimi (2) 

of section 168 of the Act, in Uloe manner as they ap(dy to a profit and loaa but aubjeot to dw 

modlflcadoo of icfcrcocea as specified fat that sub-aecdon. 

2. The profit and loas account— 

(a) ahali be so made out as clearly to dlscloae the result of the woridng of the company during the pH™* 
covered by the account; and 

(b) shall dlsclooe ey^ material featiire, inolodlng credits or reooipts and debits or cap ntiiwa b teapeot of 
ttcn-recuiring transactioas or transactions of an exc^onal naUne. 

3. The profit and loaa account shall set out the various Items telathig to the fawome and eapniditute of Ibe 
company arranged under the most convenient heads; and b partioular, Aall dlsdoae die following IwftiMrtnw 
b respect of the period covered by the account, namety:— 

(1) (a) The tuniov(», that is, the aggregate amount of wdiicfa sales are effected by the omnpany , glviiy the 
amount of sales b respect of each class of goods dealt with by the company, and iiwMcadng die gmwHriwi of 
sales for each class separately; 

(b) Commission paid to sole acllbg agents under this Act; 

(c) Commission paid to other acllbg agents; 

(d) Brokerage and discount on sales, odier than the usual trade dlsoount. 

(ii) (a) b the case of mamifacturbg companica,— 

(I) The value of the raw materials consumed, giving item-wise break-up and tiwUmriwg th r Hti— 
thereof. In this break-up, as far as poaslble, all important basic raw materials ahalt be ahown as srp nf«« 
items. The btermediatea or compoaents procured firom other manubctntecs may, E their list b loo large 
to be included b the break-up, be grouped under suitable headings without meniinnttig die quantities, 
provided all those items which b value individual^ account for ten pet cent or mote of the total value of 
the raw material consumed shall be shown as sqiarate and distinct items with quanddes tfacceof b the break¬ 
up. 

(2) (a) The openbg and ciosbg stocks of goods produced, giving break-t^ b reqieot of es ri i nl— gf gon<b 
and indicating tte quanddes thereof. 

(b) b the case of tradbg companies, the purchases made and the openbg and olosbg stocks, giving break¬ 
up b respect of each class of goods touted b by the company and indicating the quantities thoeoC. 

(c) b the esse <rf companies rendering or supplying services, the gross Income derived ftom services 
tendered or siqipUed. 

(d) b the case of a company, which faUs under mote than one of the categories numdooed b (a), (b) and 

(c) above, it shall be sufficient compllsnoe with the roquitements hereb tf the total amntmtu ue shown b 
roLpect of the opening and ciosbg stocks, purchases, sales and consumpdon of taw with value and 

quandladve beak-up and the gross income from services rendered is shown. 

(e) b the case of other co mp a ni es, the gross income derived under dUferent heads. 
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Note 1.—TTic quantities of taw materials purchases, stocks and the turnover shall be cjcpressed in quandtativo 
denotninadons in which these ate nomally purchased or sold in the market 

Note 2—In the case of trading companies, the imported items whall be classtQed in accordance with the 
classification adopted by the Directm- General of Foreign Trade in granting the import licences. 

Note 3. In giving the break-up of purchases, stocks and turnover, items like spare parts and inw Mvrlw (he 
list of which is too large to be included in the Incak-up, may be grouped under suitaUc bwuting n without 
quanddes, provided all those items, which in value individoidly account of ten per cent or mote the total value 
of pundtascs, stocks, or turnover, as the case may be, are shown as separate and disdnot items with quanddes 
thereof in the brcak-iqi. 


(iii) In the case of all concerns having works-in-peogreas, the amounts for which such works have been 

completed at the commencement and at ^ cod of tlte aravumrinj period. 

(iv) The amount provided for dcptecladon, renewals at ditnitiiirioti m value of fixed assets. 

If such provisioti Is not made by means of a depreciatioD charge, the method adopted for such provision. 

If no t»ovisioii is made for depcedadoti. the fact that no provision has been miyte ahaU be stated and the 
quantum atrean of depredatkii computed in accordance with the Act shall be dtunlniwH by way of a note. 

(v) The amount of interest on the company's debentures, loans and other loan stating separately the Hmount 
of interest, if any, paid or payable to tte managing directors and the manager. The amnutu of interest on 
debentures, loans and other liabilities outstanding for a period exceeding six mondis from the oq which it 
became payable shall be stated separately. 

(va) The amount of charge for income-tax and ottier tax payable to Indian or Foreign auditen to be given 
separately on profits, including, where practicable, with Indian income-tax any taxation inq>aaod riaowfaete to the 
extent of the relief, if any, from Indian inomne-tax and distingulsliing, whoe pncticaUo. between inoomo-tex 
and other taxation. 

(vi) The amounts reserved for— 

(a) repayment of share capital; and 

(b) repayment of loans. 

(vii) (a) The aggregate, if material, of any amounts set aside or proponed to be set aside, to resetven, but not 
including provbions made to meet any specific Ilabilily,cootingency or emnmitment known to evto at the date 
as at which the balance-sheet is made up. 

(b) The aggregate, if matoial, of any amounts withdrawn fhan such reserves. 

(viii) (a) The aggregate. If material, of the amounts to set aside to provisioiis made for meeting spedflr 
liabilities, contingencies or commitments. 


(b) The aggregate, if material, of the amounts withdrawn from such {novislons, as no longer required, 
(ix) Expenditure incurred on each of the following items, separately for each item— 

(a) Consumption of stores and iqMrc parta. 

(b) Power and fuel. 
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(c) Rent. 


(d) Repairs to biiilditiga. 

(c) Repairs to tnachioety. 

(f) (1) Salaries, wages and bonus. 

(2) Contribution to provident and other funds. 

(3) Worionen and staff welfare expenses to i?;c extent not adjusted from aity previous ptovbkja of serve. 

Note 1.—Mottnadon in respect of this item should also be given in the balance sheet imA-y the relevant 
provunon or reserve account. 


(g) Insurance, 

(h) Rates and taxes, excluding taxes on income. 

(i) Miscellaneous expenses: 


expenses exceed one pet cent, of the total levctme of the company 
« wUchevw is higher shall be shown as a separate and distinct item against an appropriate account 

h^ in the Profit and Lo« Account and shall not be combined with any odiet item to be shown Under 
MlaccUaneous expenses*. 

(*) (®) The amount of income from investments, distinguishing between trade investments and other 
inveatments. 


(b) Othra- income by way of interest, specilytog the nature of ihe income. 

(c) The amount of income-tax deducted if the gross income is stated under sub-paragraphs (a) and (b) above. 

(xi) (a) Profits at loses on investments showing distinctly the extent of the profits and kescs earned ot 
incurred on account of membership of a partnership finn to the extent not adjusted from any weviotB provision 
Ot rcsoTvct ^ 


Information m respect of this item should also be given in the balance sheet under the relevant 
provision or reserve account. 

(b) Profits or losses in respect of transactions of a kind, not usually undertaken by the company or 
m circumstances of an exceptional or non-tecutring nature, if material b amount 

(c) Miscellaneous moomc. 


(xil) (a) Dividends fiom subsidiary companies. 

(b) Provisions for losses of subsidiary companies. 


apphwblc^^ amount of the dividends paid, and proposed, and st^g with details of tax deduction If 


(xiv) Ainount, if material, by which any items shown b the i»olIt and loss account are affected bv anv 
diAAgc m the basis of accounting. ^ ^ 

J**? “falso contab or give by way of a note detailed infotmation, showbii 
Bcparmtcly the followbg payments provided or made during the financial year to the dlteotots (includbg 
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ditecton), or manager, if any, by die company, (be iwihakiiarics of the conqiatiy and any other praaon— 

(I) managerial remuneratioo paid or payable during the financial year to the dlncton (indudlng managitig 
dirTCtots), manager, if any, under the Act. 

(II) other allowanoea and commission Inchidiiig guarantee commission (details to be given); 

(ill) any other pcnpiisites or bmefits in cash or in kind (stating a{^»oximatc money value where ptactioable); 
(hr) penahms, etc.,— 


(a) pensions, 

(b) gratuities, 

(c) payments fiom provident funds, in excess of own subscriptions and interest theteon, 

(d) compensation for lots of office, 

(e) consideration in connection with rctiremoit fiom office. 

5. The profit and loss account shall contain or give way of a note a statement showing the computation of net 
ploflts b accordance with tclevant details of the calculatioi, of the oommlarions payable by way of percentage 
of such profits to the diteclocs (Including managing directors), or manager (if any). 


6. The profit and loss account shall furdier contab or give by way of a note detailed bformadco b regard 
to amounts paid to the auditor, whether as fees, expenses or otbowisc for services tendered— 

(a) as auditor, 

(b) as advisor, or b any other capacity, b respect of— 

(i) taxadon matleis; 

(U) company law matters; 

(ill) management services; and 

(c) b any other matoer. 

7. b the case of a manufacturing companies, the profit and toss aocoimt shall also oo«i»in, by way of a note 
b respect of each class of goods manufactured, detailed quantitative bfotmatioa b regard to be actual 
produetkm;— 

Note 1.—The actual produedon b respect of the finished products meant for sale shall be mendoned. b cases 
where semi-processed products are also acrid by the company, separate details thereof ahall be given. 

Note 2.—Information regaidbg produedon ahall be disclosed for each classes of goods, for production of the 
same item st different places b the Indian Tmde Claariflcadon tefened to b Part II will be foUcjwed for this 
putposc. 

8. The profit and loss account shaU also oontab by way of a note the following bfemnadem, namely:— 

(a) value of imports calculated on C.I.F. basis by the company during the financial year b teapect of — 


(i) taw materials; 
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(U) components and spare parts; 

(Ui) coital goods; 

(b) expoidituK In fotelgn cumncy during the financial year on account of royalty, know-how, professional, 
conitultatlon fees, interest, and other maltera; 

(c) value of all Impctfted raw materials, spare parts and oMnpoocats consumed during the financial year dh 
the value of all Indigenous raw materials spare parts and components slmllariy oooaumed and the pCBO^^ 
of oacdi to the total consumption; 

(d) the amount remitted during the year in foRlgn currencies on account of dividends, widi a q>eoiflo 
mention of the number of non-resident sharchokfers, the numba of riiares held by them on wUch the dlvidetals 
related; 

(e) earnings in foreign exchange classified under the following heads, namely:— 

(1) cxpnt of goods calculated on P.O.B. basis; 

(il) royally, know-how, professional and oonsultatkm fees; 

(iii) interest and dividend; 

(hr) other income, indicating the nature thereof. 

9. (1) Except in the case of the first |Kofit and loss account laid before the company after the commencctnent 
of the Act, the cotiespooding amounts for the imtnediaicly preceding financial year for all items riiowo in die 
profit and loss account shall also be given in the profit a^ loss account 

(2) The requirement in sub-'^lause (1) shall, in the case of oompanles preparirig quarterly or half-yearly 
accounts, relate to the profit and loss account for the period which entered on die oottesponding cf (he 
previous year. 


Part m 
Interpretation 

7. (1) For the purposes of Parts I and II of diis Schedule, unless the context otherwise requites,— 

(a) the expression *i»ovi8ion'' shall, subject to sub^lause (2) of this clause, mean ar^ amount written off 
or retained by way of providing for depreciadon renewals or dlmlnutioo in value of assets, or retained by way 
of providing for any known liability of which the amount cannot be detennined with sutetantial acoutaoy; 

(b) the expreaskm 'reserve" shall not, subject as aforesaid, include any amount written of or retained by way 
of providing for depreciation, renewals or dfaninuHon In value of assets or retained by way of providing for 
any known liability; 

(c) the expression "capital reserve" diall not include any amount regarded as ftee distribution tfaiou^ the 
profit and loss account; and die expiessioo "revenue reserve' shall mean any reserve other than a capital 
reserve; 

and in diis sub-clause the expteasiao "liability" shall include all liabilities in reflect of expemUture contracted for 
and all disputed or contingent liabiUdes. 


(2) Where 
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W ■mount written oflf or retained by way of providing for dcpieciation, renewals or diminution in value 
of aagebi, not being an amount written off in relation to fixed assets before the commencement of this Act; 

or 

(b) any amount retained by way of providing for any known liability; 

IS in excess of the amount which in the opinion of the ditoctms U reasonably necessary for the purpose, rhe 
excess shall be treated ftw the purposes of this Schedule as a reserve and not as a provision. 

8. For the purposes aforesaid, the exiMcssion "quoted investment" means an mvestment as respeote which 
there has been granted a quotation ot permission to deal on a recognised stock exchange, and the expression 
"unquoted investment" shall be construed accordingly. 

PART IV 

Balance Sheet Abstract and Company’s General Business Profile 
I. Registration Details 
Name of the company 

Registration No. State Code (Refca- Code List) 

Balance Sheet Date Date Month Year 

n. Capital raised during the year (Amount In Rs. Unusands) 

Public Issue Right Issue 

Bonus Issue Private Placement 

in. Position of Mobilisation and Deployment of Funds 
(Amount in Rs. Thousands) 

Total Liabilities Total Assets 

Source of Funds 

Paid-up Capital Reserves & Surplus 

Secured Loans Unsecured Loans 

Application pf Funds 

Net Fixed Assets Investments 

New Current Assets Misc. Expenditure 
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Accumulated Looses 

IV. Performance of Company (Amount In Ra. Thousands) 
Turnover Total Expenditure 

-Proflt/Loss Before Tax Profit/Loos After Tax 


(Please tick appropriate box + fat profit, - for loos) 
Earning Per Share in Rs. Divided rate% 


Cash earnings per share in case of public listed companies shall annex a cash flow statement to the bolanoe sheet 
Such a statement shall be prepared and presented for the period coveted by the accounts and for die 
corresponding previous period. Each company should adopt the fmm of presentation as minlmimi ftv the caiili 
flow statement requiremexit incsently prescribed in the agreement and sudi furdicr disckxnires, required by the 
relevant Accounting Standards. 

V. Generic Names of Three Principal Products^Scrvices of Company (as per mcmetaty tetnu) 

Item Code No. 

(TTC Code) 

Product Descrlpdon 
Item Code No. 

(ITC Code) 

Product Description 


NOTES 

General instructioiis for pteparation of balance-sheet 

(1) Where any accounting treatment is inappropriate and the accounting pedides ate not in confonnlfy with 
accounting standiuds, and the flnancial cflfect of departures &om accounting standards is material, the particulam 
of such inapfMopriatc treatment and the departure shall be disclosed, togetha with the reasons theteftne. 

The information required to be given unda any of the items or sub-items in this Perm, if it cannot be 
conveniently included in the balance-sheet itself, shall be furnished in a separate Schedule or Schedules to be 
annexed to and to fmm part of the balance-sheet. This is reemnmended when items are manctous. 

(2) Where a listed company has raised ftmds fiom die public by issuing shares, debentures or other securities, 
dll the completion of the i»ojcct/accoroplishmcot of tiic objects of die issue, a separate statement showing the 
end-use of such ftmds, namely:— 

(a) how much was raised versus the stated and actual project cost; 

(b) how much has bemi utilised in the project rqdo the end of the financial year; and 


tMMW/F—32-A 





290 


THE GAZETTE OF INDIA EXTRAORDINARY [Part II— 


(c) wbcav an the unutilised Rinds, if any, invested and in what fcmn. 

(d) in case funds are utilised for purpose other than those stated in Prospectus or similar offer document, 

natun and Quantum thereof and reasons fcff the same. 

(3) The figures in the balance sheet ami profit and loss account, if rounded off. be rounded off to nearest 
thousand or hundred as may be convenient witii turnover in excess of Mie hundred crates may round of the figure 
to nearest lakhs of rupees. 

(4) In the rame. of subsldlaty companies the number d shares held by the bolding company os well as by the 
ultimate bolding company and its subsidiaries must be separately stated. 

Dm auditOT is not required to certify the correctness of such share holdings as certified by the management 

(3) The itm "Security Premium Account" shaU include detaib of its utilisation in the manner provided in the 
act 

(6) D^ireciation written off or provided shall be allocated under die different asset beads and deducted in 
arriving at the value of Fixed Assets. 

(7) Dividends declared hy subsidiary companies after the date of flie balance-sheet should not be included 
imlrtM they are in respect of period which closed on or before the date of the balance sheet. 

(8) In of consolidation of accounts the Consolidated financial Statements (CFS) would be required to 
disclose the CntuifiUdurion Policies, whethw line by line, ot by Equity Method of Investment Accounting, and 
comply with Tnarihite of Chartered Accountants ptincipies and standards laid down e.g. elimination of inter¬ 
company transactions and balances disclosure of minority interest etc. 

(9) Any reference to benefits expected from contracts to the extent not executed shall not bo made in the 

sheet but shall be made in the Board’s report 

(10) The debit balance in the Profit and Loss account shall be shown as a deduction from the uncommitted 
reserves, if any.' 

(11) As regards Loans and Advances, the amounts due from other cmnpanks under the same managonent 
within as explained in note 14 should bo given with the names of the companies the m a xim um amount due ftmn 
every one tiiese at any time during the year must be shown. 

(12) Particulars of any icdcemod debentures which tiie crmqwny has power to issue should be given. 

(13) 'Where any of die company’s debentures ore hold by a nominee of a trustee ft* the company, the nominal 
amount of the debentures and the amount at which they ore stated in the books of the company shall be stated. 

(14) A statement of investments (wheth^ shown under "Investment" or under "Cunent Assote" as a stock in¬ 
trude) whose value exceed two percent of total value of each catog<»y other the investment in firm, separately 
classifying trade investments and other investments should be annexed to the balance-sheet, showing the names 
of the bodies corporate (including separately tfie name of the bodies corporate under the some management) in 
whose shares ot dehentures. investments have been made (including all investments, whether existing at not, made 
subsequent to the date os at which the previous balance sheet was made out) and the nature and extent of the 
investment so made in each such body corporate, provided that in the case of an Investment company, that is to 
say, a conqiany whose principal b the acqubition of shares, stock, debentures c* other securities, it shall be 
sufficient if the statement shows only die investments existing on the date as at which the balance-sheet has been 
mfldB out. In regard to the investments in the capital of portnersh^ firms, the names of the firms, (wit h the 
tmmes of all their parmets, total capital and the shares of each partner) as also a net aggregate amount of ferns 
profits and losses as per their last audited account which have not been dealt widi in company account shall be 
givrai in said statonent annexed to the Balance Sheet. 


1905/RS/F—32-B 
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New DcflniticHi - same management: 

Two bodies cotptwate shall be de^ed to be uoda tbe same manageotcat— 

(i) If the tnawag ing director or manager of tbe one body, 

(11) if a majority of the directors of tbe body constitute, or at aiiy dme wldiin tbe six moolfas immediately 
pieixsding constituted, a majority of the directors of the other body; 

(iii) if not less than one-tblrd of the total voting power with respect to any matter rdadng to each of tbe 
two bodies corporate is exercised or controlled by the same individual at body corpoeatc; or 

(hr) if the holding company of die one body corporate is under tbe same management as tbe other body 
cMporate widiln tbe meaning of clause (1), clause (11) or clause (ill); or 

(v) if one or mote directors of the one body cr^porate while holding, whether by themselves or togetbet 
with their relatives, the majority of shares in that body ccaptmte also hold, whether by themselves or blether 
with their relatives, the majority of shares in die odi« body corporate. 

(15) If, b tbe opirdon of the Board, any tbe current assets, loans and advarmes have not a value on 
realisation b ordinary course of busbess at least equal to the amount at whidi they are stated, the ikot that tbe 
Board is of that opibon shall be stated, 

(16) Except b tbe case of die first balance-sheet laid before the company after the commencement of the Act, 
the ctMTeapooding amounts for the immediately precedbg financial year fM all items shown b the balanoe-sbeet 
shall be also givoi b the balance-sheet. The requirement b this behalf shall, b the cose of companies preparing 
half-yearly accounts, etc., relate to the balance sheet for cottespondbg date b the previous year. 

(17) The to be shown under Sundry Debtors shall include the ameunts due b respect of goods sold 

or services rendered or b respect of other contractual obligations but shall not include tbe amounts which are 
b the nature of loans or advances. 

(18) Current account with directors of and manager whether they are b debit or credit be disclosod sqMratcly. 

(19) Loans Debentures or other securities raised by the company b fmeign exdiangc and outstanding shall be 
disclosed separately. 

(20) Details of the foreign holdbg b the share coital of the company viz. number of ntm-resident sharcfaoldets 
and the number of shares held by them b the aggregate b the date of the Balance-sheet 

(21) With regard to tbe expencUtute during coostruction, if any, an item-wise statement shall be given as 
required b the aocountbg standard. 
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SCHEDULE n 

(See sections 152. 224 and 245) 

Condlti^ to be fulfil^ for the appointmeot of a managing or whole-time diiector or a manager without 
the ^>proval of the Central Oovcmment 

PART I 
Appointments 

No person shall be eligible foe appointment as a managing or whole-time diieotor a tnanagerfhetcinafter 
tefoted to as managerial persem) of a company unless be satisfied the following ctmAMr^n namely:— 

(a) he ^ not b^ sentenced to imprisonment foe any period, or to a fine exceeding one thousand 
Topces, for the conviction <rf an offence under any of the following Acts, namely:— 

(i) the Indian Stamp Act, 1899 (2 of 1899), 

(il) die Central Excise and Salt Act, 1944 (1 of 1944), 

(iii) the industries (Development and Regulation) Act, 1951 (65 of 1951), 

(iv) the Prevention of Food Adulteration Act, 1954 (37 of 1954), 

(v) the Essential Commoditiea Act, 1955 (10 of 1955), 

(vi) the Securides ContraOs (Rcguladon) Act, 1956 (42 of 195Q, 

(vil) the Wealth-tax Act, 1957 (27 of 1957), 

(vlli) the Income-tax Act, 1961 (43 of 1961), 

(ix) the Customs Act, 1962 (52 of 1962) 

(x) the Mon(^x)lies and Restriedve Trade Praedees Act, 1969 (54 of 1969) 

(xi) the Foreign Exchange Regulation Act, 1973 (46 of 1973), 

(xli) the Sick Industrial Companies (Special Provisions) Act, 1985 (1 of 1986). 

(xiii) the Securities and Exchange Board of India Act, 1992 (15 of 1992), 

(xiv) the Ptxcign Trade (Development and Rcguladon) Act, 1992 (22 of 1992); 

(b) be h^ not been sentenced to imprisemment for any period, or to a fine exceeding ten thousand rupees 
for the conviedoo of an offence under diis Act; 

(c) he had not been detained for any period under the Conservation of Foreign Exchange and Prevention 
of Smuggling Activities Act, 1974 (52 of 1974): 

Provided that where the Central Oovcmment has given its ^proval to the ^pointtnent of a peraon convicted 
OT detained under sub-paragraph fa) or sub-paragraffi (b), as the case may be, no further approval of the Central 
Oovemment shall be necessary for the sub^uent to such approval. 

(d) where he is managerial person in mote than <mc company he draws remuneration from one or mote 
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companies subject to the celling provided in 8ecti<Hi m of Part IL 
(c) he Is a citizoi of India; 

Provided that where the person, who Is not a citizen of India, holds a valid employment visa, no ftartber 
approval of the Central Oovmuncnt shall be necessary for such employment, if other ptoviaknis of the law and 
of this Schedule have hcca fulfilled; 


PART n 
Remuneration 

Section I. Remuneration payable by companies having profUs 

Subject to the provisions of section 132 and section 245, a company having profllB in a finaiKsial year may 
pay any remuneration, by way of salary, deariKas allowatxx, perquisites, commission and other alVowatasea, 
which shall not exceed five per cent, of its net fwofits for one such managerial person, and if there b more than 
one such managerial person, ten per cent, for all of them together. 

Schedule 11. Remuneration payable by companies having not ptoflis or inadequate profits 

Notwithstanding anything contained in this Part, where in any financial year during the currency of tmute 
of the managerial person, a company has no profits <» its profits ate inadequate, it may pay remuneration to a 
managerial person, by way of salary, dearness allowances, perquisites and any otha allowances, not exceeding 
ceiling limit of Rs. 14,40,000 pet annum or Rs. 1,20,000 per memth calculated cm the following scale:— 


Where the effective capital of a companies is— 

(i) less dian rupees 1 crote 

(ii) rupees 1 cnore or more but less than nq>ces 
5 crores 


Monthly remuneration 
nq>ee8 40,000 
nqiees 60,000 


(iii) rupees 5 crotes or mote but less than rupees nqtces 75,000 

15 chores 

(iv) rupees 15 crotes cv mote but less than rupees rupees 90,000 

100 emtres 


(v) rupees 100 crores or mote 


npees 1,20,000 


2. The following perquisites which shall not be included in the computation of the ceiling cm remuncratkm 
specified in paragraph 1 of this sccdon; 

(a) contribution to provident fund, superannuation fimd or atmuity fitnd to the extent these either singly 
or put together are not taxable under the Incxnne-tax Act, 1961; 

(b) gratuity payable at a rate not exceeding half a month's salary for each completed year of service, 
and 
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(c) onoRsIitnetU of leave at tbc end of the tcnute. 




in paragraph 2 of this Kcdoa, «n expatriate manacerid 
poequldlea whlch^SliS teSdcd 

In the computation of the celling oa temunetadon apecifled in paragraph 1 of this acction: 


W *'1?*®**^**^“*“'“***4ying in or outride India, an a^ 

«luL*”**^**^ *** niondi per child oe actual e^cnaes incurred, whichever ia Icsa. Such 

allowance la admlaalUe iq> to a tnaTimum of two chUdten. 

India/famlly ataying ataoad: Return hoHdav paanage 
SSlv two yearn by feat ol«« to chUdren and Ac nreml^*TS 

Sj^SjeSrptSL? *cif study or atay abiowi to fiidla If they are not reaidln* in fedia with the 

W Leave trawl omK^on: Return paaaage for aelf and fiamily in accotdanoc with the rules apecifled 
hy the company where it ia proposed that the leave be apent in home country instead of anywhere into^ 

Expiation dtepurposm of section H of this Part, effective capital’ means the agioegate of the 

Wiioijon money or advances agalnatXes); amount, if a^X thftlm^ 
Pt«ninn> account; reserves and surplus (excluding reval^on tcsavcs); 
*'**^‘® sftcr one year (excluding wcddpg capital loans, ove^d^^ft. in^S 
^ ftmded, b^ guarantee, .etc., and oda* ahoct-tmm airangementa) as reduced by die aggregate of 

^ ^ investment by an investment company whose prino^ial business is 

a^i^dn of shares, stock deboitutes or other securitiesX accumulated losses and preliminary expenses not 

Ej^anatktn n.—JtyWhm^ appointment of the managerial person is made in the year in which company 
lus inooipo^ the effective capital ahJl be calculated as (TST date of such ai«olntmen“ 

t calculated as on the last date of the financial year 

preceding the financial year in which the appointment of the managerial person is 

ExpUum ion nL-¥ot purposes of sedion fi of this Part, ftmlly means the spouse, dependent clilldrm 
and dqiendent parmts erf the managmial person. 


Section III— Rmnuneratiem payable to a managerial person in two oempanks 

^ ^ nwnunaadoodrawn liom the companies does not exceed the higher maximum 
limit admissible fiom any one of the oooqianies of whidt be is a managerial person. 


PART HI 

PtovIbIoos ^ipIkaUe to Parts I and II <rf this Schedule 

to In Pans I and n of this Schedule sbaU be sul^ect to 
appvoval hy a teardutioo of the shaidioldetB In gotrcral meeting. 

^ *•** « where the company has not appointed a seotetaiy of the 

oonqiaiiy <x wfane dm ooitqM^ has not appointed a seoretaty, a secretary in wbole-dnie ptacdoc nhnll certify drat 
the requitements of this Schedule have been compUed with and such certificate ahaU be Incorponted in the t^ 
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filed yrltfa the Reglatrat under sub-seotioa (2) at scotioa 224. 


SCHEDULE m 
(See aecdooB 139 and 236) 

Rates of Depreciation 


S.No 

Nature of asBcsts 

Single 

WDV 

Shift 

SLM 

Mult^le 

WDV 

Shift 

SLM 

I 

(a) Buildings (olber than fkotoiy building) 

5% 

2% 

— 

— 


(b) Factory Building 

10% 

3% 

— 

— 

n 

Plant and Machinery 

Including Second hwd Machinery 

13% 

3% 

23% 

9% 

m 

Office Equipment, Furniture and Fittings, Cars 
etc. 

18% 

6% 

— 

— 

TV 

Sh^ and Vesseb 
(a) Ocean going 
^) Other Vessels 

13% 

20% 

3% 

7% 

— 

— 

V 

Specified Machinery 






1. Artificial silk 

manufacturing machinery wooden 
parts 

30% 

23% 

— 

— 


2. Cinematogr^]h film Bulbs of studio lights 






3. Flour tniUs RoUets 






4. Qlass manufacturing concerns E>lrc<:4 fire 
glass melting firmaces 






5. Iron ami Steel indurtries Rolling mill roUs 






6. Match factories Wooden match fiames 

30% 

23% 




7. Mineral oil oonoems (a)- Plant used in field 

_ 



■_ 


c^ratkns (below gtound)-Di8tribution- 
tctumable packages (b) Plant used in field 
(^ratkms (below ground) but not including 
assets used in field operations (dblributloa)- 
Kobside pun^ including under-ground tan lot 
and fitting. 
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8. Mines and quatticB-(a) Tubes, winding topes, 
haulage regies and sand stowing pipes (b) 
Safety lamps 

9. Salt works Salt pans, reservoirs and 
condensers, etc., made of eatdiy, sandy or 
clay material (V any other simllu matolal 

10. Sugar worics 
Rollers 


Notes 

1. W.D.V. means writteii down value and S.L.M. means straight line method of charging depreciation; 

2. Building inctudes toads, bridges, culverts, wells and hibc wells and factmy buildbg atH uHw. offlc«s, 
godowns, quartets foe offleers and onployees, toads, bridges, culverts, wells and mbe wells. 

3. Where, during any financial year, any addition has been made to any assets, m where any assets has been 

discarded, demoUabed ot destroyed, the depreciation on such asseta shall be circulated on a jwo tala tumts 
from the date on such addition or as the case may be, up to the date «i whkh such assets has been sold, 
discarded, demolish or destroyed. 

4. In the amual accounts following Infcrtnation- should iil»f> be disclosed; 

(I) depreciation tnediod used; and 

(II) depreciation rates and useful life of assets whoe they ate different ftom the rates nieclfled in the 
Sdiedule. 

5. Notwithstanding any diing mendoned in this Schedule d^ueciation on assets whose actual costs docs not 
exceed Rs.l0000/- nq>ccs, shall be provided depreciation at the tate of 100%. 

Provided that where aggregate actual cost of individual items of plant and machinixy cost Rs. 10000/- or 
leas constitutes more than 10% of the total actual costs of plant and machinery rates of depreciation applicable 
to such items shall be the same as qieoifled in item (ii) of the Schedule. 
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STATEMENT OF OBJECTS AND REASONS 

The Companies Act, 1936 has been in c^>aadcM) for the last forty yeats. In the 
last four decades, the economy has undergone considerable dtanges and the CkMnpanies 
Act, 1936 was amended as many as seventeen times. 


2. The objectives of Uberailsatloii, deieguiadon, simplUlcadoo of laws, rules, 
procedure and changing economic, coqwrate a^ intetnational cotptxatc ma^et requite 
that the law on Companies— 


(I) be-moulded in tune with the changing economic environment; 

(II) be responsive to the chan^g oespotate prsetioes; 

(iii) should InccMporate a pp r op riately the concepts developed in the inleniatioiial 
emporate marioet; 

(Iv) should protect the rights of investors, dcposilots, enq>)oyee8, oedihns and 
other participant: 

(v) should restore oerponte demooacy and Impose extensive obllgatlonB on die 
Board of Directors; 

(vi) diould categorise the companies and provide for dUTcrait degrees of 
reguladons for the different categories; 

(vii) should confer rights and impose duties, including obUgadoos of discloaurc, 
upon difFereot categories of companies; 

(vlii) be restructured so as to remove or replace the inadequate and otMokte 
ptovisloos; 

(ix) should incorporate a strong code of corporate govcmance. 

3. A Wmldiig Qtoiq> comprising of persom with knowledge of law, economics and 
company affairs was set up in August, 1996 pursuant to the 1996 Budget speech to 
rework a new draft of the law <m Companies and make it avaDaUc fat public debate. 

4. The Working Group had a series of meeting during whidi it interacted with, and 
received responses from. Reserve Bank of India, Securides and Exchange Board of 
India, banks and financial insdtutions, merchant bankets, catdtal market playos, stock 
exchange officials, industry asaocladoiia, professicmal bodies and others who significantly 
contribute to die corporate environmoit. Ihe Group prepared a woridng draft of the 
Companies Bill and submitted the same on 2.5.1997 to the Government which was 
released for public ddiate. Ibe suggestions and observadons on the wtxking draft wetn 
made known to Oovemment through various wi^csbope and seminars organised by 
chambets of commoce, industry associations, ptofceskmal insdtutes, etc. Memotatida 
and detailed suggcstions/rcpresaitBdoDS were received by dw Oovemment from various 
otganisadooB, Members of Parliament, professional bodies and other individual experts 
having extensive knowledge and wide experience of corporate affairs. 

5. The miin objective of re.eaacting the Companies Act is to faci litate a healdiy 
growth of the Indian cenporatc sector under a liberalised, fast durnging and highly 
oompeddvc environment. While redrafting die law, an endeavour has been tniwt^ lo 
adopt a balanced approach that recognise an Intematioiial trend, i.e., flexibility and 
greater self regulation by companies subject to better disclosure, nwac efficient 
enftneement of law, and prompt and deterrent punishments to those who violate the law. 
The core object of the Companies Bill is to provide effective ptotoedon to the diftcrent 
pardcipants, leaving managcmoit free to direct its energies to the pursuit of the 
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company’s objectives. 


. ^ «-«roiipod die scattered ptovisions lelodng to specific subjects and 

delet^ redundant piovialons. Hie salient feahires of the ptesent BUI which seeks to 
repeal and le-enact the Companies Act, 1956 a« as under— 

j ^ of ppcawit Companies Act. 1956, from 658 sectioOB 

and fifteen St^edules to 458 sections and thiee Schedules; 

clarity*^ f** “ppropriate rules and guidelines to ensure flexlbUlfy and 


(lii) providing three>fold classification of ccmpanles, that is_ 

companies, which arc prt^wsed to be largely self-governing but 
prohibited from inviting and accepting deposits from Uie puNlc and not to be 
deemed as puMic companies; 

(b) unUsted public emnpanies, which wUl be subject to 
Govemtnttt tegulatiotB; 


(c) listed iwbUc companies, which will be sulyect to grtsater regulation 
including stricter disclosure oonns; 

(iv) permitting issue of shares wlfli difTerential voting and dividend rights; 

(v) enabling companies to mobilise fiinds through new forms of securities. f>noh 
as hybrids, derivatives, options, etc; 

(vi) permitting companies to buy-back their own shares subject to certain rules 
and aafeguards; 


(vii) permitting issue at Indian Depository Receipts (IDRs) by foreign 
oon^^cs to enable them to tap the Indian capital market for setting up cntoprises 


(vili) pctmittliig companies to make investments at loans to other bodies 
ootpTOte without approval of the Government but with the approval of the 
shaieholdcts; 

(ix) prescribing minimum paid up capital of one lakh rupees fat private 
omnpanics and five lakhs rupees for public limited companies; 

(x) giving c^mi to cmnpanies for preparation of group accounts and conferring 
power upon the Central Govenunent to make mandatory the prqiaiation of such 
group accounts from a Aiture date to bo notified; 

(xi) limiting the age upto sevtniy five years tot all dltccton In public 
companies but those petsons already appointed as matsiging diiectora or whole- 
time directors or dliectara may complete their current tenure; 

(xU) simpli^g depreciation rates of certain assets of a conqiany; 

(xlli) providing that a public company may have a maTfamun of fiftetm 
directors; 


(xiv) providing nomination facility to sbateholdets, debenture holders and 
deposit holders; 


(XV) establishing the Investor Education and Fiotccdon Fund for the protection 
and education of Invcatms; 

(xvi) empowering the Central Government to appoint a Dlrectm General of 
Inspection and Investigation to strengthen inspection and investigation of ctnnpanies; 


/ 'F ■ 
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(xvii) empowering Ibe Central Gover nme nt to prepare paneb of chattered 
accountants, advocates, company secietaries or coat accountants fHjthL- to be 
appointed as liquidators to bcilitate expeditious winding up of *v< f npsni i^ ; 

(xvill) providing for time Bmlt witbln which variow Btefn of winding up ate to 
be completed; 

(xix) constituting the Company Law Tribunal in place of the evinring Company 
Law Board and vesting the Tribmal with mote ftmetiotH and powets ntovidins 
it with wider jurisdiction; 

(XX) providing for appointment of a Chief Acoounis Officer in cvety listed 
ounpany having a paid-up capital of three croie rupees or more, who ■hall be 
responsible for timely preparation and flnalisatioo of the attmial gf ^ 

company and be one of the signatories to the balance-sheet; 

(xxi) permitting an auditor to ccmduct audit of twenty-five ootnpanW 
irrespective of toeir size as against the present limit of twenty «v«ip«nl«i and 
providing for stricter norms for audit and disclos ures ; 

(xxii) empowering the Central Government to direct Atianoj^ l audit or enft aiuMt 
or secretarial audit; 

(xxiii) empowering the Cmttal Govettunent to appoint firms of ptufonlonab 
such as diartcred accountants, cost accountants, company secretaries and advocates 
as "Licensed Registrars" who would dbefaatge certain fimetions of die Regbtiar 
which may be entrusted by the Central GovonmeiiL licensed R^btiar will 
provide Regisdar's services in ctrtain matins in additko to Pf.gliii>«p' erf 
Companies of the Central Government; 

(xxlv) entrusting the ad m i n istmdon and supervision (indnding powers to 
prosecute) of work teladng to issue erf socuridos and other related hi dae 

of listed public companies to the Securities and Exchange Board of itwHa m avoid 
overbpping of fimedons; 

(xxv) enhancing penalty and punbfamcot for oonlravendon of ptovUoM so as 
to ensure better compliance of hw. 

7. The Bill includes provbions to ranovc existing lacunae in the CnmpmW Act, 
19S6 and to streamline some of the exfadng pro^oni for better working and 
administ ration of die Companies Act* Certain incidental and coasoqueodal changes ate 
also sought to be made. 

8. In view of the extensive changes made in the CcoqinnieB Act, 1956, it 1ms been 
consideted necesssty to repeal and re-enact the said Act 

9. The Bill seeks to achieve die above objeedves. 

10. The Notes on clauses explain, in detail, the provbksis of die Bill. 


New Delhi; 


P. CHIDAMBARAM. 


THE 12th August, 1997. 
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Notes on Clauses 

Clai4se 1 corresponds to section ) of die Companies Act, 1956 (hereinafter tefened 
to as the Act) with minor modlflcatlons. 

Clause 2 incorporates the drflnitioa of words and phrases used in the Act By and 
large there are new changes in the deflnitiem of the words and {duases as given in 
section 2 of the existing Act New words and phrases are proposed to be added 
namely, abridged prospectus, accounting standards, bwk building. Chartered Accountant, 
Chief Financial Officer, Depository, derivadve. Director General, Employees stock 
coition. Hybrid, Licensed registrar. Listed public company, notiflcatioti, optimi in 
securities. Regional Director, Register, Securities, Share with diffaentlal rights. Unlisted 
public company. An efforts has beoi made to bring in all the deflnitk^ which arc 
considered oecesaaty under section 2 itself instead defining die words and phrases at 
several places as is done in the existing Act P<» example, the w(»ds and expressions 
"officer who Is in default", "relative", "member", "charge" and "Government omnpany" 
as defined under various sections of the Act have been brought under clause 2. 
Securities and Exchange Board shall administer die provisions regarding prospechis, 
listing and other matters relating to issue of securities. 

Clause 3 corresponds to sections 3 and 43 of the Act These clauses define 
"company", "existing company", "private company", and "public company" since the 
propcMod Icgisladon extend to the whole of hidia it hw been provided that the 
companies incorporated under tbc Registration of Companies, Sikkim Act, 1961 will be 
existing companies within this clause. 

Clause 4 corresponds to sectloo 4 of dK Act defines "holding Company" and 
"Subsidiary Company". 

Clause 5 corrcsprmds to section 5 of the Act and provides fat meaning of "officers 
in default". 

Clause 6 coTTVsponds to section 9 of the Act and provides that tbc ^ovislods of the 
Act to override memorandum. 

Clause 7 cenesponds to sccdon 11 of the Act which puts rcstricdotis in establishing 
certain partnership firms for undertaking banking and other business. There is no other 
change except that members of recognised professions can fmm firm consisting of "fifty 
persons" as against "twenty persons" in other cases. 

Clause 8 cotresponds to section 12 of the Act prescribes mode of forming companies. 

Clause 9 cottespemds to sections 13, 14 and IS of tbc Act. By and large there is 
change in this clause the earlier requirement of having objects should be sub-divided 
into three categories has been done away with the only twin classlflcadon of the "main 
object" and "other objects" has been retained. Specimen fums of the Memorandum 
which form port of the Act b Table B, C, and D b Schedule I have bear omitted and 
ptovblons of section 15 of the Act have been metged b sub^lause (4) of tfab obine. 

Clause JO cotrespcaids to section 17 of the Act provides for procedure for alteration 
of Memorandum of the ccHupany relating to its objects. 

Clause 11 cotresponds to sections 18 and 19 of the Act and prescribes procedure 
with respect to regbtration of alteration of Memorandum. 
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Clause 12 craiesponda to sectioos 20, 21, 22 atid 23 of Ibe Act itid ptovides that 
campanica not to be registered with nndcsin^le name, prescribes procedure for change 
of name, rectification of name and effect dieteof. 

Clause 13 corresponds to section 25 of the Act and etnpoweni Centra] Ooventment 
to register associations having charitable objects as limited companies. 

Clause 14 conesponds to sectkms 26, 27, 28, 29 and 30 of the Act a«id provides for 
registratlan of Ankles of Associations prescribing regulations with Metnotandum In 
case of all companies with cenain modificadons. 

Clause 15 cotresponds to section 31 of the Act and prescribes the manner In which 
ankles of Association may be altered. 

Clause 16 cotresponds to section 32 of the Act provides for rcgbtmtion of imHtnitwd 
companies as limited, etc., with a new proviso empowming the Registtar to tefiisc 
registration after giving reasons f(» such rcfiisal. 

Clause 17 corresponds to sections 33, 34, 33 and 36 of the Act »tid provides for 
manner in whkh a company is to be incoporated and filing of dcclaratim with the 
registtar. 

Clause 18 corrcqmnds to seetkm 37 of the Act and prescribes ptovisioo as to 
companies limited by guarantee. 

Clause 19 coneiqxmda to sections 38, 39 and 40 of the Act and provides for effect 
of altcradmi in Memorandum or Aitkies and copies to be given to members of the 
altered Memorandum and Artkles. 

Clause 20 oorrespotids to section 42 of the Act and provides who can be a member 
of holding company with the* modificadoo that 'where a subsidiary ooeafuay oonlimies 
to be a member of a holding Company under sub-clause (3) nothing in clause hImII 
prejudice its rights to be allotted bonus shares of such bolding compatty*. 

Clause 21 cotresponds to section 45 of the Act and provides fat liability of members 
for debts in certain cases. 

Clause 22 corresponds to sections 46, 47 and 48 of the Act and provides for 
cmitracts to be executed by company. 

Clause 23 erwretrponds to seetkm 49 of die Act and provides diat investment of a 
company to be held in its own name. 

Clause 24 coneipoDdi to sectioa 50 of the Act and provides for power of company 
to have official seal for use outside India. 

Clause 25 corresponds to sectioos 51 and 52 of the Act and provides for die 
in which document may be served on a company or an officer or on the Registtu. 

Clause 26 conesponds to sredon 33 of die Act and provides for the manner in vriiich 
a document may be served on members by the company. 

Clause 27 conesponds to section 54 of the Act and provides for the mannnr in whkh 
documents of the company can be autiienticated. 




302 


THE GAZETTE OE INDIA EXTRAORDINARY [Part 11- 


Clause 28 ootKapoods to sectioo 002 of the Act defines the meaning of *omtiflcd', 
ditecicv', 'place of businean' and 'aecietaiy*, '{nospectua* and 'Indian Deposlteny 
Reoeipt', etc. for those companlea incotponted out idde India. 

Clause 29 cattcapaadB to section 591 tlw Act and provides for application of 
secdoDB 28 Id 46 for foroign companies. 

Clause 30 coResponds to aection 592 of the Act and provides fer ptocedue for 
dcliveiy of documents by foreign companies to the Reglslm. 

Clause 31 com^xnds to seotkia 593 c£ the Act and {vovides for dellvety of altered 
docunwats to Registni by foreign ccmpanics. 

Clause 32 coneqmtids to aection 594 of the Act and provides fm preparing and 
laying of accounts of foreign companies and delivering the same to Registrar of 
companies. 

Clause 33 ootresponda to sectiao 595 of dm Act and prescribes obllgatiohs to state 
name of foreign company and country where incorporated. 

Clause 34 oatteapands to aection 596 d the Act and provides for service at 
documents on foreign company. 

Clause 35 cone^mnds to section 597 of the Act and relates to office where 
documents to be deliveied. 

Clause 36 correspondB to sectioo 598 of the Act and provides for penalties for non- 
compUance of die ptovbions of sections 30 to 35. 

Clause 37 cottesponda to section 599 of the Act and relates to company's falhne to 
oon^ily with this p^ not to affects its Uability under contract 

Clause 38 corresponds to section 600 of the Act and relates to registration of charges, 
qipointment of receiver and books of account. 

Clause 39 corresponds to section 601 of the Act and prescribes fees for registration 
of documents under this part a foreign company. 

Clause 40 corre^Mods to sectioo 603 of the Act and prescribe dating of proiqieotus 
and particulars to be contained therein by a foreign company having a place (tf bmdness 
in India. 

Clause 41 corresponds to section 604 of the Act and provides for expert's consent 
and allotment of shares. 

Clause 42 corresponds to section 605 of the Act and relates to registration of 
ptospectin issued by foreign companies and with the modiflcation that Indian Depository 
Receipt cannot be tasued unless a prospectus has been deliveied fat regtattation to tiie 
Registtar. 

Clause 43 empowers tiie Central Oovenunent to prescribe procedure for issue 
Indian Oepasitory Rece^ by a Company incorporated outside India. 

Clause 44 oortesponds to section 606 of the Act and ptcsctlbe penally for 
contravention by a foreign company with regard to tiling prospectus ami its 
tegisItatiaiL 
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Clause 45 correqxMids to accdon 607 of die Act and pitsoribe civil liability for tnls- 
Btatemcnts in prospectus offering for subscriptiao shares in at debentures <» in itwWM» 
Depository Receipts. 

Clause 46 corresponds to section 608 of die Act and relates to interpretatioo of 
provisions as to {nospcctus and TnHlnn Depository Reoe^it. 

Clause 47 provides ftw application of Part m regarding proqiectus, alinhnrtii Hiuing 
and other matters rcladng to issue of securities and adminiAtatioD of ptovisktis relating 
to Public Limited Companies by Securities and Exchange Board of l««Hn 

Clause 48 comspoods to section 56 and ]»ovides for mattets and leports to be set 
out in prospectus with the modification that where any proqiectus is pubUsbed as a 
new^iaper advertisement or in any other manner, it must be in the form of abridged 
IMospcctus. 

Clause 49 ctwresponds to sections 57, 58 and 59 of the Act and prescribes diat 
statement of expert should he included in a prospectus only on c^tain nfawtjrimMi 

Clause 50 corresponds to section 60 of the Act prescribes procedure for registration 
of prospectus with Registrar of Companies and dellvcty of the same to Registrar of 
Companies and the flecurities and Exchange Board of India simultaneously. WIktc a 
company issues any foreign or other depository receipts in accordance with the rules 
made in this behalf, the details of the cireular or prospectus issued outside Tiwtia Is also 
required to be filed alongwith the prospectus. 

Clmtse 51 ~ A new provision whidi defines of ’shelf prospectus*. The shelf 
prospectus will have a validity period of 365 days subject to updating on material facts, 
fflatcrial litigation and changes in financial position between the ptevious offering and 
the next one which is (Mcsently proposed to be allowed to public fltia nH nl 
public sector banks and scheduled banks. 

Clause 52 provides for the concept of ‘l>ook building* and information 
This is an international practice and refers to collecting orders from investment bankets 
and large investors based on an indicative price range. Ihis is essentially a pre-issue 
exercise which will facilitate the issuers to get a better idea of tlmmMui and the 
offer price. The directors of the company however, will not be permitted to resort to 
under writtog on book building. 

Clause 53 cotteaponds to section 61 the Act and provides that terms of 
mentioned in prospectus not to be varied. 

Clause 54 coircsponds to section 62 of 6 k Act and provides fat civil liability for 
mis-statements in prospectus with modifleation that no body gives their consent to be 
named as an expert in a ptoqicctus in a light manner. 

Clause 55 cottesponds to section 63 of the Act and provides for criminal HaHHty for 
mis-statements in prospectus. 

Clause 56 corresponds to section 64 of the Act and provides that a document 
containing offer of securities for sale to be deemed proiqiectus. 

Clause 57 corresponds to section 65 of the Act and {vovldes for Imetpretatitm of 
provisions relating to prospectus. 
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Clause 58 cottcaponds to section 67 of the Act and provides for oonstnicdon of 
lefomioes to offering securities to the public, etc., with modifloatloa to decide the offer 
of any securities by a company including the right to restrain any offer issue shall 
be vested in the oooapany. 

Clause 59 — This clause provides ft» listed public company to comply with the 
provisions of the Dopositcrics Act, 1996 bcfoe making initial public offer of any 
security fer n^iees ten crates (X mote. 

Clause 00 cctteqionds to sectlaa 68 of the Act and provides for penalty for 
ftaudulcotty inducing persons to invest money. 

Clause 61 cotreipoiids to seotkm 6SA of the Act and provides for impetsonation of 
ac<]ui8itioii, etc., of securities with modification that jnalftng multiplo api^catiooB to 
oompaiqr in different names by using different combinations potaining to name, etc., for 
acqidring or subscribing any accuritla h proposed to be miafe punishable. 

Clause 62 corresponds to seodco 69 of die Act prohibiting allotment of shares uttlwtff 
minimum subsorlptkm is received with modification In mhilniiiin amfumi payable on 
a{q>Uoatlon whlrii is proposed to be increased feom eariier 5 pa cent, to 25 per cent 
and abo that diis sectioo shall not ipply to a public financial itiarihirinti 

Clause 63 comapoDda to seotian 71 the Act provides for effect of irregular 
allotment. 

Clause 64 oertesponds to sectioo 72 of the Act'ud provides fM ^iplicadon for, and 
afiotment of, seouritlos. 

Clause 65 oomspaada to seotlona 73 and 74 of the Act and provides that allotteent 
of securitios to be dealt In on stock exchange with the modification to provide that 
allotment shall be void only if the petmlssiao has not betai granted by the Regional 
Stock Bxdiange with proviw Is prc^xHcs that it refunds of qipUcatioo money which 
have remained unclaimed or unpaid for a period of seven years, they shall fenm part of 
Investor Protection Fund established under clause 414 of the Bill. 

Clause 66 oaoeapooda to section 73 of the Act and provides fen filing of retum of 
allotment of sccuriticA with Registrar with minor modlficatioa regarding the requimnent 
of writing the occiqiation of the allottee is not lequired to be mentioo in die return of 
allotment. 

Clause 67 corresponds to section 76 erf tbe Act and prescribes power to pay certain 
o onmi 1 5 8 ions and {uohibidem erf payment of all other commission, disexmnts, etc., with 
(xrtain mexUfieMtIeMis. 

Clause 68 exnreiqKinds to sectkai T7 d dm Aerf and prescribe restriedons on purchase 
by oonqiany on its eiwn securities, at loans by compatiy fen piirdumc, of Its own 
secniritiea en of its boleUng conqiany. 

Clause 09 Peiwer to permit otnnpanies to buy-bsck shares fen extingidshiog share 
capital. 

Clause 70 cenreapemib |o seetkm 78 of the Art and relates to application of 
premiums received on Issue erf securities wRb owdiflcatkin by aelcUng sub^lausc (c) to 
make a pcovisiem fen buy-back of abates put of fiw vedetinks prsmiian account the 
existing sub-^^oo (3) has been eleleteel. 
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Clause 71 ootntqxMids to sectioo 79 d the Act and prcactibe power to 
securities at a discount and wldi tuodlfkation that every prospectus relating to the Aast te 
of shares shall contain particulars of the discount allowed and also that the discourit has 
not been written off at the date of the issue of the prospectus. 

Clause 72 cottesponds to section 80 of the Act and relates to power to 
redeetnaUe preference shores with modification that fvoviso to erintlng sub-scotioai f4> 
is proposed to be deleted. 

Clause 73 ootrc^xnida to section 80A of the Act relates to redcmpticti of cotjaln 
prefcraice shares with modification that reference to irredeemable ptefeteoce shares is 
proposed to be omitted being redundant. 

Clause 74 corresponds to section 81 of the Act and prescribe ftirtiiet issue of fHi ptr-i 
with certain mgfjifi^icn. The cempany has been per^tted to increase its iwib s crib ed 
capital by can^ the exercise of an optkm under the En^loyces Stock Option 

Clause 75 fiocfcapaods to sections 82 and 83 of the Act and relates to nature of 
shares, etc., /Mf provision for nomination with the modification that sub-clause (1) now 
provides lhaf pddbMitures of a company shall also be a movable property tvt further 
nomination Cactittien are also provided. 

Clause 76 acereppoads to section 84 of the Act and relates to certificate of shares 
with modlflcaticn tiiat the provisions of this Act relating to issue of certificates of 
shares rfxall «pp^ 10 derivatives, options and shares with differential voting rights also. 

Chmise Tf connpoiids to section 85 of the Act and provides for preference and 
oqui^ share cap^. 

Clause catwBpaods to section 86 of the Act and defines kinds of share capital a«rt 
{MDvide for diffeapolM rights. 

Clause 79 oorreeponds to section 87 of the Act and provide Ihr the voting ri^ts of 
a member qf the oomtimy on a poll. 

Clause 80 corresponds to section 90 of the Act and is a saving clawe and with 
modification in the provision to allow companies to hnue shares with differential righto. 

Clause 81 cottesponds to sections 91, 92 and 93 of the Act and relates to calls on 
shares. 

Clause 82 corresponds to sectkms 94 and 95 of the Act and provide for a l tert iirioft of 
shore capital. 

Clause 83 cotreaponds to sectimi 97 of the Act and prescribes notice of increase of 
share capital. 

Clause 84 cottespmids to section 98 of the Act and prescribe power of unlimited 
compatty to |wovldc fm reserve share capital on re-registatioo. 

Clause 85 corresponds to section 99 of the Act and relates to reserve liability of 
limited company. 

Clause 86 cottetpot^ to section 100 of the Act and prescribe a qiedal resolution for 
teduetk^ Qf shat^ capital with modiflcatton canporweting Tribunal instead of Court. 
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Clause 87 corrc^KUids to section 101 of the Act and prescribe appUcati(»i to Tribunal 
foe conflnnlng ordcr- 

CUmse 88 cenesponds to section 102 of the Act and relates to order conftrming 
tcduoticMi and powers of Tribunal on making such otder. 

Clause 89 ootrcqxmds to section 103 of the Act and prescribe rcgistradoii of (»der 
and minute of reduction with modification which empowers Tribunal instead Court 

Clause 90 corresponds to section 104 of the Act and relates to liability of members 
in respect of reduced shares. 

Clause 91 cmrespmids to sectitni 105 of the Act and provides fot liabili^ of 
company to create Securities and debenture redemption reserve. 

Clause 92 cone^tonds to seetion 106 of the Act arrd relates to variation rights of 
holders of special classes of shares. 

Clause 93 cottesporKfc to section 107 of the Act and provides for rights of dissontirat 
share-holders and with the proposed modification which empowers Tribunal instead of 
Court to exereite powers under this clause. 

Clause 94 corresponds to section 108 of the Act artd provides that transfer of 
securities not to be registered except on production of instrument of transfer. The 
clause has proposed radical changes by doing away with the requirement with respect 
to endorsement and validity of a share transfer instrument The share transfer 
instrument wili continue to be remain valid without any limitation and also that no 
transmissioo of shares shall be refused except by ]»vatc company on the ground that 
number of members will increase beyond fifty. 

Clause 95 conesponds to section 109 of the Act and provides for transfer by legal 
application for transfer by legal rcpiescntative. 

Clause 96 cMTcsponds to section 110 of the Act and provides for lodging of 
applicatimi for transfer of the shares or other interest of a member in a txMtqMmy. 

Clause 97 corresponds to section 111 of the Act and prescribe power to refuse 
registration and app^ against reiiisal with the proposed nradifleation that in the case 
of private company the transfer of shares shall be approved by all the shareholders at 
the meeting of the company. The concept of deemed public cotppany is proposed to 
be deleted. 

Clause 98 cottesporxis to section lllA of the Act and relates to rectifloation of 
RegistO' of members. 

Clause 99 corresponds to seetkm 112 of the Act and provides regarding ccrtifioalc 
of transfer instrument of shares or debentures by a company. 

Clause 100 corresponds to section 113 of the Act and prescribes limitation of time 
for issue of certificate with modiflcatimr that the provisions of this clause relating to the 
issue of shares or debentures shall apply to the issue of derivative options and shares 
with differential voting rights. 

Clause 101 correspmids to section 116 of the Act and prescribe penalty for 
impersonatkm of share-holder. 
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ClaiLse 102 corresponds to section 117 of the Act and prescribe dcbcntuies with 
voting rights not to be Issued hcreafler. 

Clause 103 This b new clause which prescribe debenture (mat deed stwl right to 
obtain copies and to Inspect it. 

Clause 104 corresponds to sectitm 119 of the Act and ptescribc apptrintment of 
Debenture Trustees and duties of Debenture Trustees. 

Clause 105 relates to liability of company to create security and debenture rcdenqitlon 
reserve. This is new clause which prescribe the company to create a debenture 
redemption reserve out of its profits every year until such debentures arc redeemed. 

Clause 106 cotresponds to section 118 of the Act and {Hescribe right to obtain co^cs 
of and Inspect trust deed by bolder of debentures or any member of the company and 
with modifioation that sub-section (3) of the Act has bc^ proposed to be omitted 

Clause 107 analogous to section 119 of the Act and prescribe liability of trustees 
debenture holdos. 

Clause 108 corresponds to section 120 of the Act and provides fev issue of perpetual 
debentures. 

Clause 109 corre^randa to section 121 of the Act and enqmwers a company to re¬ 
issue redeemed debentures in certain cases. 

Clause 110 corrci^KMids to section 122 of the Act providing for specific performance 
of contract to subscribe for debentures. 

Clause 111 corresponds to section 123 of the Act [noviding fw payment of 
debts out of assets under certain circumstances. 

Clause 112 relates to acceptance of deposits by companies and with proposed 
modifications, namely (a) no private emupany and deemed public oon^any can invite 
or accept deposits from persons other than its members, dir^hMs or their friends and 
relatives; (b) nomliuition facilities provided; and (c) pr^bits companies which have 
defaulted in repayment of deposits to declare or pay dividend make any loan or give 
any guarantee or to make any investment in securitites till the default is made good 
corresponds to section 58A. 

Clause 113 corresponds to sections 125 and 126 of the Act and fwescribe certain 
charges to be void against liquidator or creditors unless registeted and \ritb modification 
that the Registrar of Compares has been empowered to grant extension fat sixty days 
instead of thirty days. 

Clause 114 corresponds to section 127 of the Act and relates to registraticHi of 
charges mi properties acquired subject to charge. The time for registradon has been 
made sixty days instead of earlier thirty days. 

Clause 115 corresponds to secdoos 128 and 129 of the Act and prescribe pattioulats 
to be fried in case of series of debentures and commission, etc., on debentures. 

Clause 116 cotrc^xinds to section 130, 131 and 132 of die Act and prescribe 
register of charges to be kept by Registrar. 

Clause 117 corresponds to section 133 of the Act and prescribe endotsement of 
registration on debentures. 
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Clause 118 comsponds to accfloDs 134 and 135 of tbo Act and prescribe duty of 
company as rogaids registradon, modification of the charge and right of interested party. 

Clause 119 conesponds to Section 137 of the Act and prescribe entry in register of 
charges of appointment of receiver at manager. 

Clause 120 corresponds to secdoti 138 of the Act and prescribe company to rcpcMt 
sadsfactiun of charges to the registrar and procedure thereafter. 

Clause 121 corresponds to sections 139 and 140 of the Act and prescribe power of 
Registrar to make entries of satbfactkm and copy of Memorandum of satisfaction to be 
furnished by the Registrar. 

Clause 122 corresponds to section 141 of the Act and prescribe lectificadon by 
Tribunal of register of charges. 

Clause 123 oorreqionds to section 142 of the Act and [Mcaoribc pcnaidcs for de&ult 
in filing durges with the Registrar of Companies. 

Clause 124 is analogous to Secdoos 136, 143 and 144 of the Act and {wovlde for 
Register of Charges and its inspection 

Clause 125 corresponds to set^lon 146 of the Act and relates to registered office of 
the cunpany. 

Clause 126 ccMte^xmds to section 147 of the Act and prescribe publlcadon of name 
by the company. 

Clause 127 corte;qxmds to secdon 148 of die Act and prescribe publication 
authorised as well as subscribed aiKl paid up capital. 

Clause 128 conesponds to sections 130, 151, 152, 152A and 154 of the Act and 
prescribe register of members and debenture holders to be maintained by the company 
with the iiiodlfloadon to keep record b omnputCT floppies atxl diskettes. The Register 
and Index under 'Depositories deemed as Register of Members. 

Clause 129 cotreapoods to seedeo 153 of the Act and prcdilUts trusts not to be 
entered b Register of Members. 

Clause 130 ccurcqxindB to secdoos 159, 160, 161 and 162 of the Act and relates to 
annual return to be m ade by a company with the modification that pardculars cf the 
Chief Accounts Officer have to be iMhidcd, 

Clause 131 rebtes to commenoemmit of business and cotreqionds to secdon 149 of 
the Act and dispenses with certificate of commmicement of business. 

Clause 132 corresponds to secdoos 163 and 164 of the Act reladng to place of 
keeping and bspecdon of Register and returns. 

Clause 133 coaespoada to secdoos 166, 167 and 168 of the Act and relates to 
calling Annual Oenerd Meetbg and penalty fm default to do so. 

Clause 134 emresponds to section 169 cf the Act and relates to callbg of an 
extracudbary general meetbg on requisidoo of members. 
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Clause 135 cottcspotids to aecHon 170 of tbe Act and epecifioB |wocediirc with 
respect to OencrA] Meeting, etc. 

Clause 136 oontspanda to section 171 of the Act and prescribe length of notice for 
calling meeting. 

Clause 137 cotrcsponds to section 172 of the Act and provides for mtitetitw and 
manner of service of notice and petsons on whom it is to be served. 

Clause 138 corresponds to section 173 of the Act and it relates to the explanatmy 
stat^ent to be annexed to a notice convening a general meeting, etc- 

Clause 139 omtcspotidG to seetkm 174 of the Act fixing tjuorum (or meetings- 

Clause 140 corresponds to section 17S of the Act and {tfovides for election of 
Chairman of a meeting. 

Clause 141 corresponds to section 176 of the Act and provides for the appointment 
of proxies by a member. 

Clause 142 coaeaponds to sections 177, 178, 179, 180, 183, 184 and 183 of the Act 
and relates to the manner in which voting is to be dom in a General Meeting and 
regarding power of Chairman to be declare results in case of voting by show of hands. 

Clause 143 corresponds to sections 181 and 182 of tile Act and {novidcs for 
restriction of voting rights of members. 

Clause 144 corresponds to section 186 of the Act and provides for power of Tribunal 
to call. 

Clause 145 corret^nds to sections 187 and 187A of the Act and provhJos for 
tepresentations at meetings of Mcmben and oedltoCB. 

Clause 146 oorresponds to section 188 of the Act and provides for oiroulatkm of 
memben* resohitimu. 

Clause 147 conesponds to sectloii 189 of the Act and deals with cHrdinaty resolution 
and special resolution. 

Clause 148 ooneapoads to section 190 of the Act and provide for tesrtiutions 
requiring special notice 

Clause 149 corresponds to section 191 of the Act regarding rcsolutioos passed at 
adjourned meetings. 

Clause 150 conesponds to section 1S12 of the Act regarding registration of certain 
resolutions and agreements. 

Clause 151 is a new clause and provides far procedure of postal ballot. 

Clause 152 conesponds to sections 193, 194 and 195 of the Act and provide for 
maintenance of minutes books Including loose leaf system. 

Clause 153 corresponds to sections 196 and 197 of the Act regarding inspection of 
minute book of general meeting. 
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Clause 154 corraqxmds to section 197A of the Act whidu ptohibits simultaneous 
appointment of different categories of managoid personnel at the same Hme. 

Clause JSS txnresponds to section 198 of the Act and provides f« payment of 
overall maximum managerinl temuneration. 

Clause 156 corteq>ondB to section 200 of the Act which prescribe prohibition of tax 
fitee paymoits. 

Clause 157 corresponds to section 201 of the Act regarding avoidance of provisions 
relieving liability of offlcm and auditors of company. 

Clause 158 co«teiq>ands to sections 202 and 203 of the Act regarding undischarged 
insolvent being not permitted to manage con^NUiies. 

Clause 159 corresponds to section 204 of the Act regarding restriction on 
appointment of firm or body corporate to office or place of profit under a company for 
a term exceedltrg five years at a tinK. 

Clause 160 ootresponds to section 205 of the Act which provides that the dividimd 
be paid only out of profits. 

Clause 161 corresponds to seetkm 20SA provides for mandatmy transfer of unpaid 
dividend to a Special Dividend Account by a company and penalty for failure to do so. 

Clause 162 comspoodB to section 206A the Act regarding right to dividend, right 
shares and bonus shares which companies are required to hold in abeyatM» pi-nHing 
tegistradoo of transfer of shares. 

Clause 163 corte^xmds to scetkm 209 of the Act regarding books of account to be 
kept by the company by a Chief Accounts Officer. 

Clause 164 ootresponds to section 209A of the Act regarding in^ieotlon of books of 
account, by Director General <«• Regional Director or Registrar or authorised officer 
etc., of the companies. 

Clause 165 corresponds to section 210 of the Act regarding ontiiinl accounts and 
balance-sheet to be laid at evoy annual genetal meeting of the comparry. 

Clause 166 corre^ronds to section 211 of *e Act prescribing form and cmitimt of 
balance-sheet and {xoflt and loss account and compllaticc of Accounting Standards. 

Clause 167 corresponds to section 212 of the Act regarding nntiimi of 

subsidiary companies. 

Clause 168 provides for a company to {wepate consolidated accounts and empowers 
Govemmwit to make m a nda tory the preparation of such accounts in future. 

Clause 169 corresponds to section 213 of the Act and relates to financial year of 
holding company and subsidiary company. 

Clause 170 cotteqxmds to section 214 of the Act relating to rights of holding 
company’s representatives and member. 

Clause 171 corresponds to section 215 of the Act regarding authentication of balance- 
sheet and profit and loss account. 
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Clause 172 which tequircs to listed public companies having a piad-iqi share c^>ital 
of rupees three crores or mote to have Chief Accounts Officer (CAO) and {ncocribes his 
duties. 

Clause 173 cortesponds to section 217 of the Act regarding matters to be stated in 
the report of directors including business segment wise wc«king results. 

Clause 174 corresponds to seedem 218 of the Act regarding penalty for Improper 
issue, circulation or publication of balance-sheet or i»oflt and loss account 

Clause 175 corresponds to section 219 of the Act regarding rights of members to the 
copies of balance-sheet and auditor’s rqxnl 

Clause 176 corresponds to section 220 of the Act regarding filing of balance-sheet of 
a company. 

Clause 177 cenespeads to section 221 of the Act regarding duty of offiem to make 
disclosure of payments. 

Clause 178 cortesponds to section 222 of the Act regarding construction of references 
to documents annex^ to accounts. 

Clause 179 conesponds to secdon 223 of the Act regarding certain companies to 
publish statement in Table E in Schedule L 

Clause 180 conesponds to section 224 of the Act tegardbg appointment and 
remuncradon of auditor that the Auditor can audit 2S companies. 

Clause 181 conesponds to section 225 of the Act providw for oppoinlment and 
ronoval of auditors. 

Clause 182 corres^nds to secdon 226 of the Act regarding qualifications and 
disqualificadons of auditors. 

Clause 183 conespoading to scedem 227 pceacrlbcs forms and content of auditors* 
Report. 

Clause 184 corresponds to secdon 228 of the Act which deals with audit of aoemmts 
of branch office of company. 

Clause 185 conesponds to seedrm 229 the Act regarding signature the auditor’s 
report. 

Clause 186 cottespondB to sections 230 and 231 of the Act and provides for leadiitg 
and inspection of au^t reports and auditcas* right to attend annua] goiend nacedng. 

Clause 187 corresponds to secdon 232 of the Act provides for penalty for non- 
oompliatioe of audit {aovisions. 

Clause 188 cortesponds to section 233 of the Act which provides penally fca non- 
compliance of secdons 183 and 18S. 

Clause 189 craresponds to secdon 233B of the Act and {aovide for Cost Audit in 
certain cases. 

Clause 190 conesponds to section 234 of the Act which confors power on die 
Registrar to call for infotmadon and expianadon. 
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Clause 191 carrespotidii to secrioti 234A of the Act tegatding sclzute of documenta 
by Registrar. 

Clause 192 ctMieqxmds to sections 23S and 236 of the Act and provides for 
iovcstigatioa of afToits of a company. 

Clause 193 corresponds to secdoiis 237 and 238 of the Act and prohibits firms, 
bodies of associadoos from being appointed as inspector. 

Clause 194 corresponds to section 239 of the Act regarding power of in^>cctors to 
cany investigation into affaits of related companies. 

Clause 195 conesponds to secdoo 240 of tbe Act regarding produedon of documcots 
and evidence before inspector by officers and other employees of company. 

Clause 196 corre^>onda to secdon 240A of the Act regarding seizure of documoils 
by inspectu. 

Clause 197 correqiOQds to section 241 of the Act and relates to hupectrv's report. 

Clause 198 corresponda to section 242 of the Act and relates to ptoeecudon for 
ofTenoes by Central Oovenunent in respect of ofFenoes rqxvted by the iniq>ector. 

Clause 199 emresponds to secdon 243 of the Act rclathig to ap^licadon for winding 
up of companies on an otder under secdon 397 or 398 of die Act. 

Clause 200 corresponds to secdon 244 of the Act regarding proceedings for recovery 
of damages at propc^. 

Clause 201 corresponds to secdon 24S of the Act regarding expenses of invesdgadtMi 
and recovery procedure. 

Clause 202 cantsspoaiu to secdmi 246 of the Act which provides tihat report of 
Inspector shall be admissible in evidence. 

Clause 203 corresponds to section 247 of the Act empowtting tbe Central 
Oovemmeot to appoint an Inspector for tbe purpose of hivesdgadon of ownetship of a 
company. 

Clause 204 corresponds to section 248 of the Act and empowers die Central 
Government to gather Informadon regarding persons having an intercst in tbe company. 

Clause 205 cottesponds to section 250 of the Act enabling the liibutial to impose 
reetriedon upem issue of shares and debentures and pt^bltion of' transfer of 
shares/debentures in certain cases. 

Clause 206 is on the lines of secdon 2S0A of die Act and provides for continuance 
of investigation proceedings in cases of voluntary winding up. 

Clause 207 corresponds to section 251 of the Act regarding confidentiality of 
correspondence widi legal advisers and bankers during investigation. 

Clause 208 cmte^ionda to section 252 of tbe Act which provides for the tniniitiiiiii 
number of directors of a public and private limited companies. 
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Clause 209 corresponds to section 235 of the Act and relates to appointment of 
dircctots and proportion of those who are liable to retire fay rotation. 

Clause 210 corresponds to section 256 of the Act and provides for the manner in 
which directors retiring by rotation will be ascertained and filling of vacancies. 

Clause 211 corresponds to section 257 of the Act and provides for the right of a 
member other than a retiring director to stand for directorship. 

Clause 212 corresponds to scctimi 260 of the Act and provides for appointment of 
additional directors. 

Clause 213 corrospemds to section 262 of the Act and provides for filling of casual 
vacancies among directors. 

Clause 214 corresponds to section 263 of the Act which provides for appointment of 
directors to be voted on individually. 

Clause 215 corresponds to section 263A of the Act which exempts companies not 
carrying on business for profit from compliance of certain provisions. 

Clause 216 corresponds to section 264 of the Act and provides for consent to act as 
a director to be filed with the Registrar. 

Clause 217 cenesponds to section 265 of the Act which gives option to a company 
to adopt a system of proportional re{vescntation for appointment of director. 

Clause 218 corresponds to section 266 of the Act regarding restriction on 
appoinunent or advertisement of a director without obtaining his consent. 

Clause 219 corresponds to section 267 of the Act and provides that certain perscau 
shall not be appointed as managing directms. 

Clause 220 corresponds to section 269 of the Act which provides for appoinimimt of 
managing or wholc-dmc director or manager by Central Government. 

Clause 221 corresponds to section 274 of the Act regarding disqualification of 
directors under specified circumstances. 

Clause 222 corresponds to sections 275, 276, 277 and 279 of the Act and prescribes 
that no person can be director in more than Qfterm companies. 

Clause 223 corresponds to section 278 of the Act and excludes certain dircctorBhips 
for the purposes of limits on the number of directorship. 

Clause 224 provides for restriction of age of seventy-five years fOT a petstm to be 
^pointed os Managing Dircctrx', Whole-time Director or a Di^tor. 

Clause 225 corresponds to section 283 of the Act which provides for grounds for 
vacation of office by directcas. 

Clause 226 corresponds to section 284 of the Act which specifies the procedure for 
ranoval of a director. 

Clause 227 corresponds to sectiotrs 285 to 290 of the Act and provides for meetings 
of Board, notice, quotum, etc., with minn modifications. 
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Clause 228 cotrcsponds to section 291 of the Act tegaidliig gcnoal powots of the 
Board. 

Clause 229 corresponds to sectioQ 292 of the Act which prescribes certain powers to 
be exercised b^^ the Board only at the meeting. 

Clause 230 requires every public company having a paid-up capital of not less than 
5 crorcs of rupees to constitute a committee of the Board of dftectors known as "audit 
committee". 

Clause 231 coneqxnds to sectiem 293 of Act and relates to rcstrictkms cm Board's 
power and matters requiting consent of company in general meeting. 

Clause 232 corresponds to sections 294, 294A and 294AA of die Act and deals with 
the appointment of sole selling agents. 

Clause 233 corresponds to section 295 of the Act and relates to loans to direcUMs 
with the cemsent of t^ company by special rcsolutimi only. The proviskm ap{«oval 
of Central Oovemment has been dropped. 

Clause 234 corresponds to section 297 of the Act regarding Board’s sanction for 
certain contracts in which directors ate interested. 

Clause 235 corresponds to section 299 of the Act and prescribes the manner in which 
the interest of a director can be disclosed. 

Clause 236 cortetqKmds to section 300 of the Act which prcdiibits participation of 
interested directens in a board meeting considering such oontracts/arrangemenis. 

Clause 237 oorrctqxmds to seetkm 301 of the Act and jMovides die manner and 
period in which entries in the Register of Contracts in which directma arc interested to 
be entered. 

Clause 238 corresponds to sections 303 and 304 of the Act which provides the 
manner in which the register of directors, etc., with addition of Chief Accounts OfiHcor 
and the inspection thereof by any member any person. 

Clause 239 cotresponds to section 305 of the Act and provides for disclosure of 
director Interest in other comparties within the qiecifled period. 

Clause 240 oorresponds to section 306 of the Act and provides for main ta inin g 
Register of particulars of directors, etc. 

Clause 241 corresponds to sections 307 and 308 of the Act and provides for 
maintenance of register of directors share holding. 

Clause 242 correapmids to section 309 of the Act relating to remuneration of 
directors. 

Clause 243 corresponds to section 313 of the Act and provides for manner and terms 
of appointment and terms of appointment of alternate directors. 

Clause 244 corresponds to section 314 of the Act relating to directors and their 
relatives hiding ofllM or place of profit. 

Clause 245 corresponds to section 316 of the Act which prescribes number of 
companies of which caie may be appointed managing director. 
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Clause 246 corresponds to section 317 of the Act and prohibits n managing or whole- 
dme director's appointment for more than five yean at a time. 

Clause 247 corresponds to section 318 of the Act regarding prcdiibition of payment 
of compensation to Director, etc., for loss of office, etc., or on retirement. 

Clause 248 corresponds to seetkm 319 cS the Act regarding payment of compenaatlon 
to Director, etc., for loss of office, etc., in connection with transfer of undertaking or 
property. 

Clause 249 corresponds to section 320 of the Act regarding payment to directora for 
loss of office in connection with transfer of shares. 

Clause 250 corresponds to section 321 of the Act which [aovldcs supplementary 
provisions. 

Clause 251 corresponds to sections 322 and 323 of the Act relating to direotmB, etc., 
with unlimited liability in a limited company. 

Clause 252 cotre^tonds to section 349 of the Act regarding detennination of net 
profits for the purposes of managerial remunoadon. 

Clause 253 corte^KHids to sectlmi 350 of the Act regarding ascertainment of 
dcpreciadotL 

Clause 254 corresponds to sections 370 to 374 of the Act relating to regulation of 
intercorporate loaiM, and intercorporate bvestments. The Cartral Oovemment’s approval 
has berm di^iensod with. 

Clause 255 corresponds to sw^ion 376 of the Act and provides for condition 
prohiUting reconsttuction or amalgamation of company. 

Clause 256 emresponds to section 383A of the Act and provides for appointment of 
whole-time company secretaries. It also prescribes for socrelatial ccanplia^ certificate. 

Clause 257 corresponds to soctioos 384, 385, 386, 387, 388 and 388A of the Act 
regarding number of companies b which a person may be appobted Manager arrd his 
remuneration. 

Clause 258 corresponds to section 388B of die Act which provides for reference to 
Tribunal regardbg cases against managerial pctsonnel by the Central Oove mmen t. 

Clause 259 corresponds to section 388C of the Act regardbg interim order by 
Tribunal. 

Clause 260 cotre^xaids to section 388D of the Act regarding declsloo of Tribunal 

Clause 261 cotreqxmdi to aectiem 388E of the Act which empowers Central 
Oovemmoit to remove matugerial personnel on the basb of Tribunal decisions. 

Clause 262 cortesponds to section 390 of the Act and defines 'compromise’ and 
'aitangement'. 

Clause 263 cortesponds to section 391 of the Act regarding compromise or 
arrangements with cn^itots or members by a emnpany with the orders of the High 
Court 
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Clause 264 empowers the Court to obtain expert opinion in various fields. 

Clause 265 corresponds to section 392 of the Act wherein power has been given to 
High Court to enforce compromises and arrangements. 

Clause 266 cOTresponds to section 393 of the Act wherein the manner and contents 
of the notice to be given to creditors and members is specified. 

Clau^ 267 corresponds to sections 394 and 394A of the Act and certain provisions 
fM- facilitating reconstruction and amalgamation of companies. 

Clause 26S corresponds to section 395 of the Act and provides for aerjuiring share of 
dissenting shareholders who do not consent to scheme or contract approved by majority. 

Clause 269 provides procedure for compulsory buy out of minority shares. 

Clause 270 corresponds to section 396 of the Act and gives power to Central 
Government to provide for amalgamation of companies in public interest. 

Clause 271 corrcsportds to section 396A of the Act and provides for period of 
preservation of books and papers of amalgamated company. 

Clause 272 corresponds to sections 397 to 403, 405 and 406 of the Act and provides 
for making application to Tribunal for relief in case of oppression and mismanagement. 

Clause 273 corresponds to section 404 of the Act and provides for consequences of 
alteration of memorandrrm and articles of a company where the Tribunal passes an order 
on the application seeking relief for oppression and mismanagement. 

Clause 274 corresponds to section 407 of the Act and provides for consequences of 
termination or modification of certain agreements. 


Clause 2^5 corresponds to section 408 of the Act empowering Central Gover titn ent 
to appoint nominee director under certain circumstances. 

Clause 276 corresponds to sectloti 409 of the Act and empowering Tribunal to 
prevent change in the constitution of Board of directors which change is likely to affect 
company prejudicially. 

Clause 277 corresponds to section 416 of the Act and provides for the tn«nu>T in 
which the contracts entered into by an agent of the company where the company is an 
undisclosed principal. 

Clause 278 corresponds to section 417 of the Act and provides that employees’ 
securities to be deposited in Post Office savings bank or Scheduled Ratilf 

Clause 279 corresponds to section 418 of the Act and provides for depositing of 
provident fund of the employees with Post Office, Scheduled or to be invested in 
securities as referred in this clause. 

Clause 280 corresponds to section 419 of the Act, relates to right of an employee to 
sec bank’s receipt for monies or securities. 

Clause 281 corresponds to section 420 of the Act and relates to penalty for 
contravention under clauses 279 and 280. 
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Clause 282 corresponds to section 425 of the Act and relates to the modes of 
winding up with the proposed modification that the provision for winding up under the 
supervision of Court^ has been omitted. 

Clause 283 corresponds to section 428 of the Act and it defines the term 
’contributory’. 

Clause 284 cc^responds to section 426 of the Act and relates to liability as 
’contributories' being past and present mcmbcis. 

Clause 285 corresponds to section 427 of the Act and relates to obligations of 
directots and managers whose liability is unlimited. 

Clause 286 corresponds to section 430 of the Act and relates to liability of a 
contributory in case of a death of member. 

Clause 287 corresponds to section 431 of the Act regarding contributories in case of 
insolvency of member. 

Clause 288 corresponds to section 432 of the Act which deals with the position of 
contributories in case of winding up of a body corporate which is a member. 

Clause 289 is on the lines of section 433 of the Act regarding circumstances in 
which company may be wound up by the Court. 

Clause 290 corresponds to section 434 of the Act regarding company deemed to be 
unable to pay its debts. 

Clause 291 is on the lines of section 439 of the Act relating to provisions as to 
persons who can petition for winding up. 

Clause 292 corresponds to section 440 of the Act and relates to right to {aesent 
application for winding up petition where company is being wound up voluntarily. 

Clause 293 corresponds to section 437 of the Act regarding power of High Court to 
transfer winding up proceedings horn District Court. 

Clause 294 corresponds to section 441 of the Act regarding the commencement of 
winding up. 

Clause 295 corresponds to section 443 of the Act regarding powers of the Court on 
hearing petition. 

Clause 296 corresponds to section 442 of the Act empowering the Court to stay or 
restrain proceedings against company. 

Clause 297 corresponds to section 448 of the Act regarding appointment of Company 
Liquidator. It is proposed to empower Central Government to draw a panel of 
professional liquidators, e.g.. Chartered Accountants, Advocates and other professionals 
having adequate experience as may be prescribed and High Courts may appoint such 
professionals as Official Liquidatots. 

Clause 298 corresponds to section 449 of the Act and provides that company 
liquidator to be liquidator on a winding up order. 
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Clause 299 correspMids to section 450 of the Act deals with appointment of 
Provisional Liquidator with the proposed modification by which ‘issuing of nodcc by 
the court to the company before appointing a Provisional Liquidator* is deleted. 

Clause 300 corresponds to section 451 of the Act and deals with genoal provisions 
as to liquidators. 

Clause 301 corresponds to section 453 of the Act deals with prohibition of 
appointment of receiver in respect of assets which are in the handit of the liquidator. 

Clause 302 (XHretqmnds to section 457 and drain with powers of Company Liquidator. 

Clause 303 corresponds to section 458A deals with exclusion of certain time in 
computing periods of limitation. 

Clause 304 correqxmds to section 459 of the Act aixl provides for legal assistance 
to Liquidator. 

Clause 305 corresponds to secdon 463 of the Act and deals with provisions relating 
to Liquidate who arc officers of Central Govonment controlled by Central 
GovemmenL 

Clause 306 — This is a {Rovisloo empowering the court to exercise powers on 
liquidators who ate not officers of Central Oovemment. 

Clause 307 — A clause which provides for form and content of winding up order. 

Clause 308 — A provision which enables Company Liquidator to iasue advertisement 
in newspapers regarding winding up order that hi» beta) passed on tiic computy and to 
invite editors to submit their proof of claims within the stipulated time. 

Clause 309 — A provision making the Company Liquidator to submit a report to the 
Court on the value of the various assets and of claims due to the company and a 
provisional financial statement of the company and the opinion of the Liquidator as to 
whether any ftsud has been committed by any person during pcomotlon of die company 
or in course of business. 

Clause 310 cortespemds to section 461 of the Act whidi provides for books to be 
kq>t by Compaiiy Liquidator and audit of Company Liquidator's accounts. 

Clause 311 — A provision, which prescribes provision fm conducting a sealed-bld- 
auction for the sale of assets of the company. 

Clause 312 — This is a provision empowering the Court to confer appro[Hiatc 
ownership tights upon completioo of sale of asset and that transfer of owner^p rights 
to new ovnier of asset which has been sold in winding up shall not attract stamp duty 
under Italian Stamp Act, 1899. 

Clause 313 corretqxxidB to section 466 of the Act which provides for power of Court 
to slay winding up. 

Clause 314 cmrerqionds to section 467 of the Act which provides for settlemoit of 
list of contributories and application of assets. This clause has been modified to the 
extent that die power of settlement of the list of contributories is vested upon Liquidator 
instead of the Court for filing an appeal to the Court within the prescribed period. 
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Clause 315 corresponds to section 468 of the Act which provides for delivery of 
property to Liquidator. 

Clause 316 corresponds to section 469 of the Act and deals with payment of debts 
due by contributory and extent of set off. 

Clause 317 corresponds to section 470 of the Act which prescribes power of Court 
to make calls. 

Clause 318 cmresprmds to section 471 of the Act whi^ provides fev payment into 
bank of money due to company in winding up. 

Clause 319 conesponds to section 47S of the Act ptovldcs for adjustment of rights 
of contributories. 

Clause 320 corresponds to section 476 of the Act provides for power of Court to 
make an order for the cost, charges and expenses incurred in the winding up in sudi 
order of priority. 

Clause 321 corresponds to section 477 of the Act provides for power of Court to 
summon petson sinpected of having property of company, etc. 

Clause 322 corresponds to section 478 of the Act and prescribed exercising of power 
by Court to order public examination of promoters, directors, etc. 

Clause 323 corresponds to section 479 of the Act regardiug certain powers to be 
exercised by the Court for arresting abscmiding contrlbutmy. 

Clause 324 corrc^xmds to section 480 of the Act provides for saving of existing 
powers of Court. 

Clause 325 conesponds to aectkm 481 of the Act provides few dissohition of 
company. 

Clause 326 cottesponds to section 482 o( the Act, provides few that any (wder nude 
by Court in the course of winding iq> of a company shall be enfcwccable by othn 
Courts. ' 

Clause 327 oorte^xmds to sedtion 483 of the Act fwovides for appeals firom orders, 
and is modified to t^ extent that the appeals from any order maH« or decision given 
by the Court shall lie to the Division Bench of the same Court 

Clause 328 corresponds to section 484 of the Act provides for circumstances in 
which company may be wound up votunlatily. 

Clause 329 corresponds to section 483 of the Act provides f<w publication of 
resolution passed for voluntary winding up. 

Clause 330 cottesponds to sections 486 and 487 of the Act ex|tiaitu when a 
voluntary winding up is to commence. 

Clause 331 corresponds to section 488 of the Act to be detected provide for 
declaration of solvency in case of proposal to wind up voluntarily. 

Clause 332 conesponds to sectioiu 490* and 492 of the Act and provides for power 
to appoint and fix the remuneration of Ufpiidator. 
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Clause 333 corresponds to section 491 of the Act and provides that Board's power 
to cease on appointment of Liquidator. 

Clause 334 corresponds to section 493 of the Act and provides that notice of 
appointment of liquidator to be givrai to Registrar. 

Clause 335 corresponds to section 494 of the Act and |aovidcs for power of 
liquidator to accept shares, etc., as consideration for sale of property of company. 

Clause 336 corresponds to section 495 of the Act and provides for duty of liquidator 
to call creditors’ meeting in case of insolvency. 

Clause 337 corre^ials to section 496 of the Act provides for duty of liquidator to 
call general meeting at the end of each year. 

Clause 338 corresponds to section 497 of the Act and provides for call of final 
meeting and dissolution proposing procedural modification. 

Clause 339 corresponds to section 498 of the Act and provides for alternative 
provisions regarding annual and final meetings in case of insolvency. 

Clause 340 corresponds to section 500 of the Act relating to meeting of credltots. 

Clause 341 corresponds to section 501 and provides for notice of resolutions passed 
by creditors meeting to be filed with the Registrar. 

Clause 342 conesponds to section 502 of the Act and provides for appointment of 
liquidator in case of voluntary liquidator. 

Clause 343 corresponds to section 504 of the Act and provides for fixing of 
liquidator's remuneration by the creditors. 

Clause 344 corresponds to section 505 regarding cessation of powers of Board of 
Directors on appointment of a liquidator in case of creditors’ voluntary winding up. 

Clause 345 conesponds to section 507 and {vovldes that the provisions relating to 
power of liquidator in case of membets voluntary liquidation shall apply in the case of 
creditors voluntary winding. 

Clause 346 conesponds to section 50$ provides for calling of meetings of company 
and creditors by the liquidator at the end of each year. 

Clause 347 corresponds to section 509 of the Act and provides for calling of f inal 
meeting and dissolution with the modification that the requiremimt of sending copy of 
accounts to the liquidator has been dispensed with. 

Clause 348 corresponds to section 512 of the Act provides for powers and duties of 
liquidator in voluntary winding tqi. 

Clause 349 corresponds to section 514 of the Act prohibits appointment of liquidator 
by resorting to corrupt practices. 

Clause 350 corresponds to section 515 of the Act and provides for empowering the 
Tributuil to appomt and remove Liquidator in voluntary winding up. 
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Clause 351 corresponds to section 516 of the Act which requires that liquitUitor 
should notify his appointment to the Registrar within a (x;riod of 20 days instead of 30 
days. 

Clause 352 corresponds to section S17 of the Act provides for the circumstances 
when the arrangement will bo binding on the company and the creditors. 

Clause 353 cottesponds to section 318 of the Act provides for empowering a 
liquidator or a contributory or a creditor to apply to Court or the Tribunal and seek 
necessary directions. 

Clause 354 corresponds to section 519 of the Act which empowers the Liquidator to 
file and application before the Tribunal for public examination of promoters and 
directors. 

Clause 355 corresponds to section 520 of the Act providcB for mooting cost of 
voiimtaty winding up. 

Clause 356 corresponds to section 528 of the Act and provides that the debts of all 
description to be admitted to proof. 

Clause 357 corresponds to section 529 of the Act aitd provides for application of 
insolvency rules in winding up of insolvmt companies. 

Clause 358 corresponds to section^ S29A of the Act and provides for overriding 
preferential payments. 

Clause 359 cottesponds to section 530 of the Act and provides regarding preferential 
payments and sub-section (9) of the existing section of the Act Is being deleted as it is 
considered redundant 

Clause 360 corresponds to sections 531 and 533 of the Act provides regarding 
fraudulent preference given in any transaction by transfer of property movable or 
immovable. 

Clause 361 corrc^xinds to section 531A of the Act and provides fm' avoidance of 
voluntary transfer. 

Clause 362 cortespotkls to section 534 of the Act and provides for effect of floating 
charge on passing the winding uf irder. 

Clause 363 corresponds lo section 535 of the Act provides for procedure for 
disclaimer of onerous prop erty in caSc a company which is being wound up. 

Clause 364 corresponvls to section 536 of the Act provides for avoidance transfers, 
etc., after commencement of winding up. 

Clause 365 corresponds to section 537 of the Act and provides fm' avoktance of 
certain attachments, executions, etc., in winding up by Court. 

Clause 366 corresponds to section 538 of the Act provides for offences by offlocts 
of company in Uquldatirm. 

Clause 367 corresponds to section 539 of the Act provides for penalty for 
falsification of books. 


'F—36-AjVr;>^, 
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Clause 368 corrcspoods to section 540 of the Act provides fot penalties for frauds by 
ofHcets. 

Clause 369 cottesponds to sectirti 341 of the Act provides fw liability where pre^ 
accounts arc not kept. 

Clause 370 concqxmls to section 342 of the Act provides for liability for fraudulent 
conduct of business. 

Clause 371 contsponds to sectitHi 343 of the Act provides for powers of Court to 
assess damages against delinquent directors, etc. A new sub-clause (1) (c) has been 
to assess the damages against delinquent directors, etc., and make them 
accountable if they have been guilty of gross negligence and reckless trading. 

Clause 372 corresponds to section 545 of the Act provides for prosecution dclinqu«it 
ofTicers and members of the company with the proposed modification by which 
liquidator can prosecute the officer of the company in the Trihunal, and provisions 
regarding making reference to the ROC is deleted. 

Clause 373 corresponds to section 546 of the Act provides for certain powers to be 
exercised by the Liquidator subject to sanction of the company or Court 

Clause 374 corresponds to section 547 of the Act and povidcs for notification of a 
company in liquidation. 

Clause 375 corresponds to section 548 of the Act provides for that all books and 
papers of the company shall be prima facie evidence of the truth of all matters 
purporting to he recorded therein. 

Clause 376 corresponds to section 549 of the Act provides for disposal of hooks and 
papers of the company when the affairs of the company have been completely wound 
up. 

Clause 377 corresponds to section 550 of the Act provides for infonnatimi as to 
pending liquidations. 

Clause 378 corresponds to sections 552 and 553 of the Act provides for liquidator 
to make payments in bank. 

Clause 379 corresponds to section 555 of the Act provides for unpaid dividends and 
undistributed assets to be paid into the company's liquidation account. 

Clause 380 corresponds to section 556 of the Act provides for enforcement of duty 
of liquidator to make returns, etc. 

Clause 381 corresponds to section 558 of the Act provides for Court or persons 
before whom affidavit may be sworn. 

Clause 382 corresponds to section 559 of the Act provides fot powers of Court to 
declare dissolution of company as void. 

Clause 383 corresponds to section 360 of the Act provides fof power of Registrar to 
strike deftmet company from the register. 

Clause 384 corresponds to section 561 of the Act provides for applicatioo of Act to 
companies formed a^ registered under previous Companies Laws. 


F—36-B 
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Clause 385 corresponds to section 36S of the Act provides fc» companies c^>able of 
being registered. 

Clause 386 corresprmds to section 566 of the Act defines joint stock conqiany. 

Clause 387 corresponds to section 567 of the Act and provides for requirements for 
registtation of joint stock companies. 

Clause 388 corresponds to section 568 of the Act provides for requiremoitB for 
registration of companies which are not joint stock companies. 

Clause 389 corresponds to sccticm 569 of the Act prescribes the manner in which the 
various statements ate to be authenticated before filiog with Registrar. 

Clause 390 corresponds to section 570 of the Act provides for power of Registrar to 
require evidence as to the nature of company. 

Clause 391 corresponds to section 571 of the Act provides for sending notice to 
customers on registration of banking company with limited liability. 

Clause 392 corresponds to section 572 of die Act empowering the Central 
Government to change the existing name of a company with an altered name if the 
existing name is considered by it to be undesirable. 

Clause 393 corresponds to section 573 of the Act provides for addition of wcxds 
"limited" or "private limited" to the name whenever company registers in this part as a 
company with limited liability. 

Clause 394 corresponds to section 574 of the Act provides for conditions for issuance 
of certificate of registration of existing company by the Registrar. 

Clause 395 corresportds to section 575 of the Act provides for vesting of propoty cm 
registration of company under this Part. 

Clause 396 corresponds to section 576 of the Act protects the existing rights and 
liabilities of the joint stock company utxlcr a contract after itKXJtpctfation undn’ riiis 
legislation. 

Clause 397 corresponds to section 577 of the Act provides protection for pending 
legal proceedings before incorporation of a company. 

Clause 398 corresponds to section 578 of the Act provides for effect of regisiradem 
of a company. 

Clause 399 corresponds to section 579 of the Act provides for substimtion of 
Memorandum and Articles of Association for deed of settlement after Inooipraation of 
company. 

Clause 400 conesponds to section 580 of the Act provides for power of Court to stay 
or restrain certain proceedings. 

Clause 401 corresponds to section 581 of the Act provides for stay of suit or legal 
proceedings against the company against whom an order has been made by a Court for 
winding up. 

Clause 402 is a provision empowering Central Oovenunent to appoint Director 
General of Inspection and Investigation. 
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Clause 403 corresponds to section 609 of the Act provides for power i>l' tlic Ccn'nil 
Govemmeiii to open registration offices at such places as it thinks til. 

Clause 404 is a ptovison empowering Central- Government Ui appoint Rogit)ii«l 
Directors. 

Clause 405 — This provides for powers and functions of Departmental officers. 

Clause 406 provides for empowering Central Government to appoint licensed 
Registrars to perform the such functions as prescribed in the luoposed clause. 

Clause 407 corfespemds to sections 610 and 610A of the Act provides for inspection, 
production and evidence of documents kept by Registrar and admissibility of microfilms, 
etc., as evidence. 

Clause 408 corresponds to section 614 of the Act provides for enforcement of duty 
of company to make returns, etc., to Registrar. 

Clause 409 corresponds to section 611 of the Act pitwidcs for fees to be paid by the 
companies to the Registrar in respect of sevemi matters mentioned imdcr this Act. 

Clause 410 corresponds to section 612 of the Act provides that fees, etc., paid to 
Registrar and other officers to be accounted for to the Central Government with the 
proposed mcvlification by which instead of paying the fees into the public account in 
Reserve Bank of India, it has now been allowed to puy into public account of India in 
such manner as may be proscribed. 

Clause 411 corresponds to section 614A of the Act provides for powen of Court 
trying otTcnces under this Act to direct filing of documents with Registrar. 

Clause 412 corresponds to section 233A and new provisions empowering the Central 
Government to order special audit, cost audit and secretarial audit, etc. 

Clause 413 — This clause empowers Central Oovcmoient to call for information 
from any office or Dopoitment of any Govenunent or organisations whether under the 
control of the Government or otherwise including banks and financial institutions. 

Clause 414 — This clause empower the Central Oovcmmcnl to cstablidr a fund to 
l)e called the Investor Education add Protection Fund which shall be credited the such 
amounts as prescribed in the proposed clause. 

Clause 415 — This clatisc empowers the Central Govcmmeni by notification to 
constitute an Advisory Committee to be called Natiorud Advisory Committee on 
Accounting Standard which will advise the Central Government on the formulation and 
laying down of accountliig policies and accounting standards for adoption by companies 
or class of companies under this Act. 

Clause 416 corrcspocids to section lOE of tire Act empowers the Central Government 
by nolificalion to constitute a Tribunal to be known as Tribunal to exercise and 
discharge such mlginal and appellate powers and functions os ate conferred upon the 
Tribunal by or under this Act or under any other law. 

Clause 417 — Thia clause provides for powers of the Tribunal which may be 
exercised by Bcndies conslitutcd by the Presi^ni out of which one shall be a judicial 
Member and another shall be a technical Member. The Pictddent shall have the power 
to constitute a Special Bench consisting of three or more Members. 
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Clause 418 — Tils clau«e cmpowcre every Bench conadtuted to cxcroiae the pewets 
of a Civil Court while trying a suit, under the Code of Civil Procedure, 1908 in respect 
of certain matters as pre^hed in the clause. This clause is mcMe or less reproduction 
of suh-seclions (4c), (4d), (3) and (6) of sccticm lOE of the Act. 

Clause 4J9 — This clause provides that Tribunal to pass such order after hearing 
both the parties and it may at any time within two years from the date of the order 
with a view to rectifying any mistake; amend any order passed by it. 

Clause corresponds to section 1 OF of the Act provides that any person aggrieved 
by any decision or order trf the Tribunal may file an appeal. 

Clause 421 — This clause empowers Cmnpany Law Tribunal to review its own 
orders. 

Clause 422 — This clause provides that the Tribunal have the same jurisdiction, 
powers and authority in respect of its own contempt as the High Court has and may 
exercise for this purpose the provisions of (Contempt of Courts Act, 1971 with certain 
modifleations as may be prescribed in this clause 

Clause 423 — This clause provides power to Tribuiud to bear all matters arising 
under the Act, for its determination shall be decided only by the Tribunal and not by 
any Court, Tribunal or other authority. 

Clause 424 corresponds to section 615 of the Act provides for powers of Central 
Oovemment to direct companies to furnish informadem or stadstics. 

Clause 425 corresponds to acetkm 616 of the Act arid provides for applicadtm of the 
Act to insurance, banking, electricity supply and other companies govoined by special 
Acts. 

Clause 426 corresponds to section 619 of the Act provides for application of clauses 
180 to 183 to Government companies in the matter ^ appointment of auditor. 

Clause 427 corresponds to aecdon 619A of the Act provides for laying of the Atmual 
Report of Oovettunent companies in the Houses of Parliament or State Legislature as 
the case may be. 

Clause 428 corre^nda to section 6190 of the Act provides for aj^licalion of clause 
426 of the Bill to apply to certain companies. 

Clause 429 conesponds to section 620A of the Act provides for powers of the 
Central Government to modliy the Act in relation to class of companies or any other 
company as prescribed in this clause. 

Clause 430 sonespottis to section 621 of the Act provides for offences against Act 
to be cognizaMe only on complaint by Registrar, shareholder and person authorised by 
Central Oovemment or Sccurilica and Exchange Board of India. 

Clause 431 cotreaponds to sedkm 621A of the Act provides for composidon of 
certain offences by Director General, Regimial Dircctm and where prosecution has been 
instituted the offence shall be compounded with the permission of the Court. 

Clause 432 corre^mnds to sections 622, 623 and 624 of the Act i«ovidcs for 
Jurisdlctioa to try offences under this Act and for certain offences being triable 
summarily in metropolitan areas. 
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Clause 433 — This clause provides for powers of Central Oovemment to appoint 
Company Prosecutors for conducting prosecutions arising out of this Act and such 
prosecutors will have powers aitd privileges conferred by the Code of Criminal 
Procedure, 1973 on public Proeccutors appointed by State Ooverrunents. 

Clause 434 corresponds to scctlmi 623 of the Act provides for payment of 
compensation in case of frivolous and vexatious proeecudon. 

Clause 435 corresponds to sccdon 627 of the Act provides fc* produedon and 
inspecdon of books where offeoccs is suspected. 

Clause 436 corre^>oods to sccdon 628 of the Act provides for penalty fa false 
statements. 

Clause 437 corresponds to secdon 629 of the Act provides for penalty for false 
evidence. 

Clause 438 conespotKls to secdon 629A of the Act provides for penalty where 
specific penalty Is not provided elsewhere in the Act. 

Clause 439 cerresponds to section 630 of the Act provides for penally for wrongful 
withholding of property. 

Clause 440 corresponds to section 631 of the Act {rovides for penalty for improper 
use of words ‘Liraiti^' and ‘private limited'. 

Clause 441 corresponds to secdon 632 of the Act provides for powers to any Court 
to require limited company to give security for cost. 

Clause 442 corresponds to section 633 of the Act provides for power to grant relief 
in certain cases, with the proposed modidcadon by which power to grant relief have 
bem also conferred on Regional Director in addition to Tribunal and Court. 

Clause 443 corresponds to section 634A of the Act provides for enforcement of 
orders of Court and Tribunal. 

Clause 444 corresponds to sectiem 635A of the Act provides fcM- protection of acts 
of the Government and any officer done in good faith in pursuance of this Act. 

Clause 445 corresponds to sccdon 635AA of the Act provides regarding non¬ 
disclosure of Information in certain cases. 

Clause 446 corresponds to section 633B of the Act provides for protection of 
employees during investigation by Inspector or pendency or proceedings before Court 
in certain cases. 

Clause 447 corresponds to sccdon 637A of the Act and provides for powers of 
Central Government or Tribuinal to accord approval, etc., subject to conditions and to 
prescribe fees on applications. 

Clause 448 corresponds to section 637B of tire Act and provides for condonation of 
delays in certain cases. 

Clause 449 corresponds to section 639 of the Act provides for laying of Annual 
Report on the working and administration of this Act before both Houses of Parliament. 
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Clause 450 corresponds to section 641 of the Act provides for power of Central 
Oovemment by notification to after schedules. 

Clause 451 corresponds to section 642 of the Act provides for power of Central 
Oovemtnent by notificadon to make rules. 

Clause 452 conesponds to section 643 of the Act provides for powers of SuiHeme 
Court to make rules. 

Clause 453 corresponds to section 644 of the Act |»ovidcs for repeal of Companies 
Act, 1956 and registration of Companies Act Sikkim, 1961. 

Clause 454 cone^ronds to section 645 of the Act provides for saving of orders, rules, 
etc., in force at the commencement of the proposed legislation. 

Clause 455 corresponds to section 647 of the Act provides regarding savings of 
proceedings of winding up before commencement of the proposed legislation. 

Clause 456 corresponds to sections 649, 651, 652, 654, 655 and 656 of the Act 
provides regarding construction of references to former enactments in documents, 
appoindnent made under previous laws will have effect made under this Act, 
continuation of former registration officers, registers under {wevious Cmnpanies Laws 
will be deemed to be part of registers under proposed legislation, funds and accounts 
kept under the proposed legislation shall be deemed to be in continuation of the 
corresponding funds arrd accounts kept under previous Companies Laws and proposes 
saving of incorporation under the rep^ed Acts. 

Clause 457 cotrespondB to section 657 of the Act proposes saving of certain 
provisions of, and rules under previous Companies Laws. 

Clause 458 cotre^ronds to section 658 of the Act provides for that section 6 of tire 
General Clauses Act, 1897 (10 of 1997), to apply in Edition to sections 454 to 457 of 
the Act. 
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FINANCIAL MEMORANDUM 

ClauHc 402 qf the Bill empowers the Central Oovemment to appoint a Director Oco«»al of Inspection anH 
Investigation who shall be responsible for the conduct of all inspections and investigations under the Act, shall 
exercise such supervision and control over all the inspections and investigations made under this Act anH to 
perform such functions and discharge such duties as may be givai to him by the Central Government. The 
creation of the post of Director General Inspection and Investigation along with pcmonal staff will involve 
additional expenditure of approximately Rs. 5.00 lakhs in a financial year. 

2. Clause 414 provides for establishment of Investor Education and Protccdon Fund for [nomotion of 
investor awareness and protection. The Fund will be created by transfer of unclaimed/unpaid dividends, 

fixed dcposita/dchentutes and interest accrued thereon ftom companies. To carry out the objectives of the Fund, 
the Central Oovemment shall specify an Authority or Committee with such members, as the Central Oovemment 
may appoint, to administer the Fund. This docs not Involve any fresh expenditure. 

3. Clause 415 of the Bill provides for constlmtion of National Advisoty Committee on Accounting Standards 
to advise the Central Oovemment on the formulation and laying down of accounting policies and accounting 
standards for adoption by companies of class of companies. The non-offlcials members of the Advisory Committee 
shall be entitled to such fees, travelliiig, conveyance and other allowances as are admissible to the offices of the 
Central Oovemment of the highest rank. The annual recurring expenditure on account of organising meetings of 
the Committee would be approximately Rs. 1 lakh. 

4. Clause 403 of the Bill empowers the Central Government to set up registratiao offices, to appoint 
Registrars, Additional Regbtrara and Assistant Registrars and to fix their salaries. Clause 297 (IXc) empowers 
the Central Government to appoint its wholetime or part time officers as Company Liquidators. Clauses 403 and 
297(1 Kc) are merely continuation of the provisions of sections 609 and 448 of the existing Act and do not 
Involve any fresh expenditure. 

5. Clause 416 of the Bill provides for the constitutian of the Company Law lYibunal in place of existing 
Company Law Board. The Company Law Tribunal is vested with wider jurisdiction, power of civil court while 
trying a suit, power to review etc., power to punish for contempt, etc. Sub-clause (2) of clause 416 envisages that 
the Tribunal shall consist of President, Vice-President and such number of judicial and technical membets, as the 
Central Oovem^nt deems fit. The existing Company Law Board will get converted into the Company Law 
Tribunal and will not involve any fresh expenditure. 

6. Clauses 192, 204, 232 and 412 of the Bill empower the Central Government to appoint Inspectors to 
investigate the affairs of companies as also to investigate the beneficial ownerahlp of shares and conduct special 
audit. Clause 198 of the Bill cmpowcra the Central Oovemment to prosecute the offenders arising out of the 
report of the investigation. The expenses on investigation, under certain circumstances are to be initially defrayed 
by the Central Government out of the moneys provided by the Parliament and arc ultimately recoverable from 
the peraom concerned. No accurate estimate of the annual recurring expenditure involved by thw provisions of 
the Bill is possible, but it is expected that such an expenditure will be approximately rupees 2 lalrtm a year. 
Clause 164 of the Bill empowers the Registrars of Companies and the officers authoriscxl by the Central 
Government to inspect the books of account of companies. Clause 433 of the Bill empowers the Central 
Goyemment to appoint Company Prosecutors for the conduct of prosecutions arising out of the proposed 
legislation. These clauses merely continue the existing provisions of the Act with eonscqucntlal amendments and 
do not involve any fresh expenditure. The annual recurring expenditure on account of maintenance of these 
offices would be ^proxlmately mpeeS 20 crores. 

7. The total expenditure for the administration of the provisions of this Bill, thus, works out to approximately 
mpees 20.06 emres annualy as recurring expendituie. 

8. The Bill will not involve any other expenditure of recurring or non-recurring nature. 
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MEMORANDUM REGARDING DELEGATED LEGISLATION 

Clause 2 of the Bill provides for prescribing salient feattitvs 
ol abridged prospectus and accounting standaids respectively. 

Sub-clause (2) of Cause 19 provides for prescribing fees to send,.copies of 
Memorandum, Articles and every other agrecmcnls and resolutions to a tnember of 
company who makes request for supply of such copies. 

Sub-clausc (1) of Clause 25 provides other means of serving documoot on the 

company or officer or its officer other than by post under certificate of posting or by 
registered post. r o / 

Clause 29 provides for guidelines for companies incorporated outside India. 

aaw 31 provides the time and particulara of alterations to be included in a return 
to be delivered by a foreign company to the Registrar. 

Sulvclause (b) of sulvclause (3) of Clause 38 provides rules subject to adaptations 
in Section 130 as are applicable to a foreign company. 

Clause 38 provides the fees payable by foreign companica for registntlon of 
documents with Registrar of Companies. 

Sub-clause (ill) of clause (a) of Clause 40 provides the manner of certification of the 
translated copy of instrument, enactment or provision in English, if the original document 
is no* in English. 

Clause (c) of sub-Clausc (4) of Clause 40 provides that the statement with iraroect 
to matters relating to accounts of a foreign company to be included in a ptoepcctus. 

^Sub-clause (2) of Clause 42 provides for the manner of certlflcation of the translated 
of contract by a foreign company. 

Qausc 43 provides rules applicable for otter of Indian Depository Receipt by foreign 
companies in India. r / v’ / viku 


Sub-clause (2) of Clause 48 provides 
in the prospectus of a company. 

Sub-clause (7) of Clause 48 provides 
company. 


matteis to be stated and reports to be set out 
mattcra to be included in a prospectus of a 


Sub-clause (1) of Clause 50 provides for documents to be attached to a prospectus. 

Sub-clause (3) of Clause 51 provides the time within which the information 
memorandum is required to be filed. 

Sub-clauiK (7) of CUuse 62 provides the rate of interest payable by directon. if the 
^ey received by fhe company is not refunded within 8 days of the expiry of the due 

Sub-clause (4) or sub^clause (5) Clause 65 provides that the rate of interest payable 
^t^diiectors, if the amount application money is not repaid within 8 days of the due 
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Sub-clauac (1) of Cbusc 66 provides that the tnaoncr of vetificaUon of copies of 
contract. 

Sub-clause (2) of Clause 66 provides the pattlculats of contract to be filed with the 
Registrar. 

Sub-clawie (1) of Clause 67 provides upper limit of percentage of commission for 
procuring suhscrlption for any securities of the company. 

Sub-clause (5) of Clause 69 provides for declaration of solvency to be signed by 
directors before company buy back shares issued by it. 

Sub-clause (8) of Clause 69 provides fex^ particulars for registers to be maintained. 

Clause (b) of sub-clause (1) of Clause 74 provides for particulars which a notice 
should contain. 

Sub-clause (c) of sub-clause (7) of Clause 74 provides the conditions for Employees 
Stock Option. 

Sub-clauac (5) of Gatise 75 provides for manner of nomination, variation or 
cancellation of nomination and manner of entitlement of nominee to security in the event 
of death of a shareholder. 

Sub-clause (ii) of Clasue (a) of Clause 78 provides for the rules and conditions 
relating to the equity share capital with differential voting rights, dividend rights or other 
rights. 

Sub-clause (11) of Clause 97 provides for fee to be accompany with an application 
or appeal filed with Tribunal. 

Sub-clause (1) of Clause 103 provides for form and the time frame for the execution 
of trust deed in respect of debenture issued fay a company. 

Sub-clause (1) of Clause 106 provides for fee payable by a person for obtaining the 
copy of the debenture trust deed. 

Sub-clause (b) of Clause (4) of Clause 112 provides for manner of advertisement 
which includes a statement showing the financial position of a company. 

Sub-clause (12) of Clause 112 provides for categories of deposits whose amount are 
not to be included In computing the amount of deposits. 

Sub-clause (1) of Clause 113 provides for particulars of charge, the evidence of such 
charge created and the manner in which a copy of such documcata shall verified, the 
time prescribed for their filing and the fee to accompany them for filing with the 
Registrar. 

Sub-clause (4) of Clause 113 provides for manner of c teafii ^ charge and the manner 
in which instrument clearing charge shall accompany the form filed with the 

Registrar. 

|5ub-clausc (1) of Clause 115 provides for the matmer of verification of a copy of 
deed accompany the charge is to be verified. 

Sub-clauac (6) of Clause 116 provides for fee payable on inflection of register. 
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Sub-claiisc (7) Clause 116 provides for fom of maintaining chronological index of 
charges. 

Sub-clause (1) of Clause 119 provides fees payable to Registrar for registetiug charges 
filed by company. 

Sub-clause (1) of Clause 120 provides the femn for memorandum of satisfaction of 
the charge and the fee to accompany it and the time frame within which satisfaction of 
charge should be filed. 

Sub-clause (3) of Clause 124 provides for fee payable for inspection of register of 
charges maintained at the registered office of the company. 

Sub-clause (10) of Clause 128 provides for safeguards for keeping of particulars of 
members or debenture holders of a company in the form of computer floppy or diskette. 

Sub-clause (1) of Clause 130 provides for the form of filing atmual rctum. 

Sub-clause (1) of Clause 131 provides for form of declaration to be filed with 
Registrar. 

Sub-clause (2) of Clause 132 provides rules for preservation of register, etc. 

Sub-clause (3) of Clause 132 provides for fee to be paid by public for instruction of 
register of members or debenture holders of a company. 

Sub-clause (2) of Clause 133 provides for adaptations and modifications of Clause 136 
to 144. 

Sub- clause (4) of Clause 141 provides for the time frame for instrument (^pointing 
a proxy. 

Sub-clause (7) of Clause 141 provides for form of instrument for appointing proxy. 

Sub-clause (3) of Clause 152 provides for time within which minutes kept on loose 
leafs arc to be got bound. 

Sub-clause (2) of Clause 153 provides for fee for obtaining copy of minutes of the 
general meeting by a member. 

Sub^lause (2) of Clause 155 provides for fee higher than that prescribe to the 
director, 

Sub-clau.<)c (4) of Clause 160 provides for percentage of profit to be tratisfened to 
reserves before declaration of dividend a company. 

Sub-clause (5) of Clause 161 provides form of statement to accompany the amount 
of unpaid dividend transferred to the Central Government 

Sub-Section (1) of Section 163 provides fm' particulars of material, labour or other 
items of cost to be maintained in the books of accounts of a company. 

Sub-clause (2) of Clause 168 provides for form of consolidated accounts to be 
prepared by a compiany having Subsidiary compotties. 

Sub-clause (1) of Clause 173 provides for stating the particulars of cemservation of 
energy, technology absorption, foreign exchange earnings and outgo in the report of 



THE GAZETTE OF INDIA EXTRAORDINARY 


[Part II— 




Board of Directors. 

Suh-clause (f) of Clause (I) of Clause 173 provides measures taken to be 
disclosed in the report of the Board. 

Clauses (b) & (c) of sub-clausc (4) of Clause 173 provides particulars of remuneration 
paid to managing or wholctimo directors or managers in the Boud report. 

Sub-clasuc (1) Clause 179 provides for form of fmancial statement to be displayed by 
banking and insurance companies to be displayed at their premises. 

Sub-clause (4) of Clause 189 provides for form of auditors repeat. 

Sub-clause (5) of Clause 191 provides for guidelines for the purpose of exercise of 
power of seizure of documents by a Government officer. 

Sub-clausc (3) of Clause 196 provides for guidelines for the purpose of exercise of 
power of seizure of documents by a Government officer. 

Sub-clause (1) (i) and sub-calsue (2)(i) of Clause 197 provides for fee for obtaining 
a copy of the reptat by any person. 

Clause 202 provides for the manner in which a copy of the investigation report of an 
inspector under clause 192 or 193. 

Sub-clause (1) of Clause 220 provides appointment of a managing or wholedmc 
director in a company with paid up capital as prescribed. 

Sub-clause (2) of Clause 220 provides for particulars of appointment to be filed with' 
intimation of appoinment of managing director. , 

Sub-clausc (1) of Clause 232 provides for form of disclosure of interest of sole- 
selling agents of a company in the Board's report. 

Sub-clause (1) of Clause 233 provides for conditions for grant of loans by a company 
to managing or wholetimc director of the company. 

Sub-clause (2) of Clause 238 provides for form of return of particulars of managing 
director. Chief Accounts Officer or manager or secretary with Registrar of Companies. 

Sub-clause (4) of Clause 238 provides for fees payable by members for inspection of 
directors etc. 

Sub-clause (5) of Clause 256 provides for form and conditions under which certificate 
is to be attached with the Board of Directors. 

Sub-clausc (1) of Clause 268 pnwidcs for maimer in which notice has to be given to 
a member dissenting from these scheme. 

Sub-clausc (5) of Clause 268 provides for information to be provided in offer or 
circular recommending a scheme to members. 

Sub-clausc (2) of Clause 269 provides for rules for determing price for acquiring 
shares of minority shareholders. 

Sub-clausc (6) of Clause 272 provides for form of consent for applying to seek relief 
from operation. 
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Sub-clause (3) of Clause 297 provides for terms and conditions, remuneration, etc, 
for appointment of Official Liquidator. 

Sub-clause (4) of Clause 302, sub-clause (1) of Clause 310, Clause 313 provide for 
froms to be used for various purposes by Official Liquidators. 

Sub-clause (2) of Clause 314, sub-clause (1) of Clause 337, sub-clause (1) of Clause 
346, sub-clause (1) of Clause 351, sub-clause (3) of clause 357 provide for various 
forms used for various meetings, statements of accounts, etc. to be laid at such meetings, 
etc. by the voluntaty liquidator in credited and members winding up. 

Sub-clause (6) of Clause 357, sub-clause (3) of Clausa 176 and Clause 377(1) 
provide for forms used in voluntary liquidation for filing infotmation/Tctums to Registrar. 

Clause 401, sub-clause (1) of Clause 407, sub-clause (1) and (2) of Clause 409 
provide for forms and procedure for filing returns and documents together with fee with 
Registrar. 

Sub-clause (3) and (4) of Clause 414 provides for form of accounts and other relevant 
records and nianner of utilisation of funds by the Investor Education & Protection 
Fund. 

Sub-section (3), (4) and (7) of Clause 416 provides for qualifications, terms and 
conditions, etc. of service of President, Vice-President and Member of the Tribunal. 

Sub-clause (5) of Clause 424 provides for the procedure ft* conducting investigallon 
in case of refusal to furnish or furnishing incorrect information to the Central 
Government. 

Sub-clause (b) of Clause (1) of Clause 452 provides for power to make rules 
consistent with Code of Civil Procedure by the Supreme Clourt of hidia. 

(3) Any rules made under sub-clause (1) of Clause 451 may provide for contravention 
thereof will be punishable with a fine which may extend to five thousand rupees and 
also a further fine which may extent to two hundred rupees for every day after the firat 
during which such default continues. 

(4) Every rules made by the Central Government under sub-clause (1) shall be laid 
as soon as may be after it is made bcfcac each House of Parliament while it is in 
session for a total period of thirty days which may be comprised In one soaslon or in 
two or more successive sessions, and if, before the expiry of the session immediately 
fcdlowing the session or the successive sessions aforesaid, both Houses agree in making 
any modifleatioa in the rule otr both Houses agree that the rule should not be made, the 
rule shall thereafter have effect only in such modified form or be of no effect, as the 
case may be, so, however, that any such modification or annulment shall be without 
prejudice to the validity of anything previously done under that rule. 


S.S.SOHONI, 

Secretary-General. 
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